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PHILLIPS IN BRIEF 


Phillips Petroleum Company is 30,500 
people engaged in every phase of the petro- 
leum industry and in many chemical activities. 
They work on behalf of millions of customers, 
126,900 stockholders and countless other 
people who indirectly own a stake in a com- 
pany with assets exceeding $4.5 billion. 

Phillips search for energy is worldwide. The 
people of the Natural Resources Group, one 
of the Company’s three major operating 
entities, conduct exploration in more than 20 
countries and are responsible for developing 
and producing the oil and gas found thus far in 
seven countries. While oil and natural gas 
have been the focus of the Company’s 
exploratory effort since its founding in 1917, 
today Natural Resources people also are en- 
gaged in the search for and development of 
new energy sources including uranium, coal 
and geothermal energy. 

The people of the Petroleum Products 
Group operate our U.S. refineries, oversee 
our refining interests in three other countries 
and operate thousands of miles of pipelines 
plus ships, trucks and other facilities to dis- 
tribute the Company’s petroleum products. 
They market these products through some 
17,700 outlets. 

Chemicals Group people maintain Phillips 
as a major manufacturer of synthetic rubber, 
carbon black, polyolefin plastics, cyclo- 
hexane for nylon manufacture and other 
special hydrocarbons for industrial and labo- 
ratory uses. Chemicals Group people also 
manufacture and sell nitrogen fertilizer, 
synthetic fibers, fabricated plastic products, 
packaging and other specialized products. 
Their operations are in 16 countries, and their 
products are sold in more than 80 countries. 

The work of the operating groups is en- 
hanced by the efforts of several thousand 
employees engaged in numerous support 
functions. Phillips research people, for exam- 
ple, are instrumental in developing the new 
and improved products, processes and 
methods on which the Company’s progress is 
based. For a number of years, Phillips has 
ranked first among oil companies in the 
number of U.S. patents issued annually. Our 
product and process know-how is licensed to 
others in 28 countries. 
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FINANCIAL 1975 
Total revenues ...............05. $5,212,900,000 
Income before cumulative effect 2 
of accounting change .......... $ 342,600,000 
Per average share outstanding . $ 4.50 
Net income .............+21++++++ $ 342,600,000 
Per average share outstanding . $ 450 $- : 
Return on average total assets . ‘8. 3% : 
Dividends paid................... - 121 ,800, 000 
Per share ....... aoe eue rele $ 1.60 — ao 
Average shares outstanding...... 76,146,000 
Capital expenditures ............. $ 729,200,000 


Total assets at year-end ......... $4,544,900,000 § A,¢ 


OPERATING* net barrels daily 
Crude oil produced 


United States ............. esas 

Outside U.S. .......... 128,000 
Natural gas liquids produced ..... 140,000 
Total liquids produced ...... oe 386,000 
Crude oil refined ................. 421 ,000 > 
Petroleum products sold ......... 658,000 
Natural gas produced—net Oe ae 

thousands of cubic feet daily . 1,665,000 


“Includes operating results, in proportion to the Company’s werk interests, ms nonsub : 


sidiary companies owned 20% or more. 


118,000 


“Phillips,” “the Company,” “we” and “our” are used interchangeably e 2 


this report to refer to the business of Phillips Petroleum Company and its ; 
consolidated subsidiaries. Where reference is made to a particular com- 
pany, it is wholly owned unless otherwise stated. The Company’s consolida- _ 
tion policy is to include in financial statements the accounts of companies in 
which more than 50% interest is held. Where so indicated by footnote, 
operating data in this report also include the activities, in proportion to the 
Company’s stock interests, of nonsubsidiary companies owned 20% or 


more. Otherwise, such data is excluded. 


Driscopipe, Garden Scene, K-Resin, Marlex, Marvess, Polyslik and Quin- 
tess are trademarks for the Company’s products named in this report. 
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To the owners of Phillips Petroleum Company: 


Your Company’s ability to cope with economic adver- 
sity was put to the test in 1975. Although our perfor- 
mance was hampered by the most severe recession in 
three decades, earnings generally held up well in the 
face of lower product demand, increased taxation and 
higher operating costs. Furthermore, significant ad- 
vances were made in strengthening our foundation for 
future earnings, particularly through enlarging and di- 
versifying the Company’s natural resources base. 


Industry Developments 

The worldwide economic slump was the primary fac- 
tor in reducing petroleum demand. Fuel markets also 
were affected by higher prices, conservation efforts and 
warmer than normal winter weather. 

Though industrywide petroleum demand declined by 
2% in the U.S., domestic oil production declined even 
more. The difference was filled by imports, which ac- 
counted for more than a third of total petroleum supply. 
The steady downtrend in domestic natural gas produc- 
tion also furthered reliance on imported energy. 

The price of foreign oil increased in October when 
members of the Organization of Petroleum Exporting 
Countries raised their posted prices by up to 10%. The 
price of domestic oil not under federal price controls 
also rose. The remaining U.S. production, about 60% of 
total domestic output, was held by price controls to the 
arbitrary limit of $5.25 per barrel. 

Equipment and material costs associated with finding 
and developing new reserves climbed twice as fast as 
the general inflation rate. Costs were also influenced by 
the industry’s need to look for oil in more difficult and 
risky environments. 

The petrochemical industry also was caught in the 
cross currents of rising costs and lower product de- 
mand. Markets for basic petrochemicals slumped by 
14%. Demand firmed up late in the year, however, as the 
U.S. economy gained strength. 

Taxation, both in the U.S. and abroad, continued to 
erode petroleum industry earnings. Over the last three 
years, governments of oil exporting nations have sig- 
nificantly increased their ‘‘take” per barrel of oil by 
imposing higher royalties and taxes. In this country, the 
federal government increased the industry’s 1975 tax 
burden by an estimated $2.5 billion by virtually eliminat- 
ing the percentage depletion allowance. 


Progress Toward Objectives 

Important steps in meeting your Company’s objec- 
tives were taken during the year. Our key objective of 
strengthening the Company’s resource base was mate- 
rially advanced by the addition of oil reserves overseas 
and coal, uranium and geothermal reserves in the U.S. 
Our domestic developments were, of course, of particu- 
lar importance in light of the national goal of fortifying 
the country’s energy base. 

The achievement of a second major corporate objec- 
tive — the balancing of our worldwide crude production 
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with our refining requirements — also drew nearer. 
Though average daily oil production in 1975 fell short of 
meeting our refinery needs by about 36%, great strides 
toward closing the gap were made through our de- 
velopment program in the Norwegian North Sea. 

Maintaining a reliable raw material base for our chem- 
ical operations was a third major objective furthered 
during the year. Of special note were programs to pro- 
vide increased ethane output from our own natural gas 
facilities to supply feedstock for a scheduled doubling 
of our ethylene production by 1978. Projects to extract 
large quantities of natural gas liquids from our Norwe- 
gian North Sea production also moved forward. 

Earnings for 1975 were $342,600,000, or $4.50 a 
share, compared with 1974 earnings of $429, 700,000, or 
$5.66 a share, before an accounting change. Major fac- 
tors in the earnings reduction were substantially higher 
income taxes and lower earnings from worldwide chem- 
ical operations. Partially offsetting these factors was a 
17% increase in worldwide crude oil production, due 
entirely to rising North Sea output. 

Capital expenditures in 1975 totaled $729.2 million, or 
more than twice our earnings for the year. The Com- 
pany’s level of spending in the U.S. was about the same 
as that in 1974 while expenditures were substantially 
higher overseas as the Norwegian North Sea develop- 
ment program moved closer to completion. Our capital 
expenditures are estimated to be higher in 1976, primar- 
ily to meet continuing commitments in our North Sea 
development program, provide for the expansion of 
ethylene and other chemical production and continue 
construction of the Seaway and trans-Alaska pipelines. 

Negotiations continued on the sale of our West Coast 
marketing and refining properties to The Oil Shale Cor- 
poration. Closing is scheduled for April 1, 1976. 

Looking ahead, North Sea production will continue to 
grow as a major contributor to earnings, augmented in 
early 1977 by the beginning of natural gas deliveries to 
continental Europe. Rising prices for natural gas and 
natural gas liquids also should yield higher income de- 
spite a further decline in domestic production. The re- 
sults from our chemical operations should continue to 
improve as the economic recovery gains momentum. 


National Energy Indecision 


Despite agreement throughout the federal govern- 
ment that the nation should move toward greater 
energy self-reliance, 1975 was a year of lost oppor- 
tunities in the development of a unified national energy 
policy. The temporary downturn in energy demand plus 
the ready availability of imported oil, in effect, provided 
a breathing space in which to formulate major energy 
goals. But regression rather than progress was the 
dominant theme of energy legislation. 

In the case of Phillips, the repeal of the oil percentage 
depletion allowance reduced our 1975 earnings by 
some $37 million. Changes in the foreign tax credit 
provisions enacted during the year are expected to cut 
$35 million to $40 million from our 1976 earnings. 


The Energy Policy and Conservation Act passed in 
late 1975 placed all U.S. oil production under price 
controls until 1978. The new law is at best a temporary 
setback for domestic energy development and a further 
step toward more reliance on overseas oil supplies. 


Phillips intends to do the best it can to advance do- 
mestic energy development under the circumstances. 
We are encouraged by the provisions in the law that 
allow for gradual increases in domestic oil prices over a 
40-month period. But it should be recognized that these 
administrated price increases will be subject to Con- 
gressional review and therefore vulnerable to unfore- 
seen political influences. Future investment decisions 
must be weighed against this uncertainty. 

The amount of energy available to consumers is di- 
rectly related to the amount of money invested by 
energy companies in finding and developing new 
supplies. When the funds available to energy com- 
panies are reduced by higher taxes or by controls that 
hold energy prices below market levels, then invest- 
ments for new supplies also must be reduced. 

Continued assaults on the oil industry’s ability to per- 
form are anticipated in 1976. Congressional committees 
are considering methods for further increasing the in- 
dustry’s tax burden. Legislative efforts to break up the 
major integrated oil companies such as Phillips have 
been renewed, following several close votes in the 
Senate last year on such divestiture proposals. The im- 
pact on stockholders and consumers of a dismember- 
ment of the oil industry was described in a special mes- 
sage mailed to stockholders with the March 1, 1976, 
dividend check. 


Against the backdrop of seven years of worsening 
natural gas shortages, there has been much discussion 
in Congress recently about some relaxation of federal 
price controls on gas transported between states. 
Nevertheless, it appears that a stalemate has developed 
and no constructive legislation will be forthcoming in 
the near future. The inability of Congress to come to 
grips with the natural gas situation is unfortunate in 
light of forecasts that show a widening gap between 
supply and demand so long as government controls 
maintain natural gas, a premium fuel, at prices below 
those of competitive energy sources. 


Meeting Future Capital Needs 


While the petroleum industry continues to demon- 
strate a strong financial commitment to the expansion 
of energy supplies, forecasts indicate that high levels of 
- capital spending can only be sustained by strengthen- 
ing the industry’s profitability. Profits are, of course, 
both a source of investment capital and the magnet 
necessary to attract outside funds for investment. The 
adequacy of profits should be measured against the 
magnitude of the job that must be done — the new 
investments in raw material development, plants and 
distribution facilities that must be made if consumer 
needs are to be met. 


Though the need for investment money is particularly 
acute in the energy industries, the “capital crisis’ is a 
problem shared by virtually all American business. Each 
time government taxes away funds that could have been 
channeled to new investment, it is undermining its own 
intentions of speeding economic recovery and increas- 
ing employment. Profits mean new investment. And 
new investment means more jobs. When corporate tax 
provisions are modified to encourage — rather than 
discourage — new investments in raw materials, plants 
and product marketing, government will find the unem- 
ployment problem suddenly manageable. 

Besides draining the job-generation power of indus- 
try, higher corporate taxation burdens the public with 
higher costs. Even though taxes are levied against in- 
dustry, it is the public who pays them. You as a stock- 
holder are penalized three ways .. . first when reduced 
corporate profits reduce the value of your investment, 
second when you pay income tax on dividends drawn 
from profits already taxed and third when higher taxa- 
tion of industry is reflected in higher costs of the pro- 
ducts you buy. 

Solutions to economic and energy problems are 
being hampered by government policies that reduce 
investment incentives. But government policies can be 
changed. Your interaction with government — through 
voting and communicating with your elected represen- 
tatives — can help shape the nation’s future in this 
important Bicentennial year. 


For the Board of Directors, 


Chairman and 
Chief Executive Officer 


President and 
Chief Operating Officer 


March 23, 1976 


Wm. C. Douce, president, and W. F. Martin, chairman, at 
Oklahoma’s North Burbank Field, site of a new 

tertiary recovery program designed to drive additional 
oil from the 56-year-old field. 


FIVE-YEAR SUMMARY OF REVENUES AND EARNINGS 


REVENUES 
Petroleum operations — 
United States 


Outside U.S. ......... 


Chemical operations 
Intergroup sales 


Total revenues 
EARNINGS 


Petroleum operations — 
United States 


Outside U.S. ......... 


Chemical operations 


Total earnings 


vee OTRO 


1975 1974 1973 1972 1971 


(in millions) 


$3,754.4 $3,318.5 $1,924.5 $1,772.8 $1,685.7 
1,131.9 503.1 255.1 249.9 
1,486.1 964.7. 700.0 605.4 
(830.8) (318.8) (160.4) (128.7) 


1,208.5 
(728.6) 


$ 166.0 $ 177.9 $ 98.7 $ 1033$ 90.7 


me 93.6 82.6 56.9 14.6 21.9 


169.2 74.8 30.5 


*Before cumulative effect of accounting change. 
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Operations in the United States accounted 
for $4,262,100,000 or 82% of total revenues in 
1975, and for $237,400,000 or 69% of the year’s 
net income. 

Revenues rose 2% over the 1974 level. 

Earnings for 1975 of $342,600,000 were 
equivalent to $4.50 per share compared with 
$5.66 per share on 1974 earnings of 
$429,700,000 (before adjustment for an ac- 
counting change by a partly owned company). 
On page 34 is a ‘Discussion of Earnings Fluctu- 
ations,’ covering material changes affecting 
earnings over the past two years. 

Earnings for the fourth quarter of 1975 were 
$104,400,000, or $1.37 a share. This compared 
with earnings of $84,500,000, or $1.11 ashare, in 
the 1974 period, when earnings were reduced 
$9,300,000 by the combined effects of the 
writedown of the Company’s fibers plant in 
Puerto Rico and the profit from sale of invest- 
ments in Japan. The fourth quarter earnings 


improvement resulted mainly from foreign pe- 
troleum operations, which benefited from rising 
North Sea oil production. 

Assets at the end of 1975 totaled 
$4,544,900,000, marking an increase of 
$516,800,000 during the year. The rate of return 
on average total assets was 8.3% compared 
with 11.2% in 1974. Domestic operations pro- 
duced a return of 8.4% in 1975 while foreign 
activities returned 8.2%. 

Four quarterly dividends of 40 cents a share 
were paid, and dividend payments totaled 
$121,800,000. 

The trend of higher taxes at every level of 
domestic and foreign government continued. 
Total income taxes were $409,400,000, equal to 
54% of earnings before income taxes. Income 
taxes on domestic operations totaled 
$162,500,000, equal to 41% of domestic earn- 
ings before income taxes, reflecting in part the 
abolishment in 1975 of the percentage deple- 
tion allowance on oil and certain gas produc- 
tion. Income taxes on foreign operations were 
$246,900,000, equal to 70% of foreign pre-tax 
earnings. 

Operating taxes such as property, oil and gas 
production and social security taxes amounted 
to $93,800,000. When combined with income 
taxes, these operating taxes brought the Com- 
pany’s total direct tax cost to $503,200,000, or 
$6.61 per share, compared with $1.60 per share 
paid in dividends. In addition, $267,000,000 in 
taxes were collected on sales of gasoline and 
other petroleum products for city, state and fed- 
eral governments. 

Funds from operations, which dropped 5% 
from 1974, totaled $723,900,000. This amount 
was not sufficient to cover dividends, debt re- 
payment, capital expenditures and other re- 
quirements. Borrowings and sales of assets and 
stock primarily made up the difference of 
$248 ,700,000. 

In November, the Company sold through 
underwriters a $250,000,000 issue of 8-7/8% 
debentures due 2000. New credits totaling ap- 
proximately $131,000,000 were obtained by the 
Phillips Group through British, French and 
Italian export credit agencies to fund the de- 
velopment phase of the Ekofisk area fields. 
Phillips has a 37% interest in the group’s opera- 
tions. Arrangements were made for approxi- 
mately $490,000,000 to finance the Ekofisk area 
transportation systems. Phillips has 18% inter- 
est in two companies and 37% interest in the 
two others owning the systems. 

Capital expenditures in 1975 totaled 
$729,200,000 or 16% more than in 1974. Of the 


1975 expenditures, $399,400,000 were applied 
to U.S. operations and $329,800,000 to foreign 
operations. Distribution was as follows: 


CAPITAL EXPENDITURES Percent of total 


1975 1974 
Exploration and production 68 72 
Manufacturing 14 Ue 
Transportation 13 1h 
Marketing 1 2 
Other _4 pate 

100 100 


At year-end, long-term debt outstanding 
(excluding the amount due within one year) to- 
taled $892,700,000, a 36% increase compared 
with the year earlier. In 1975, debt repayments 
totaled $76,100,000 while borrowings were 
$310,600,000. 

The Company’s common stock, its only class 
of voting securities, is traded principally on the 
New York Stock Exchange. The following table 
presents the high and low sales prices for Phil- 
lips common stock on the exchange and the 
dividends paid on the stock for each quarterly 
period during the past two years: 


QUARTERLY PRICE PER SHARE DIVIDENDS 
PERIOD High Low PER SHARE 
1975 
First $46-1/4 $37 $.40 
Second 59-5/8 37-5/8 .40 
Third 60-3/8 51-3/8 .40 
Fourth 58-1/2 45-1/2 .40 
1974 
First 71-3/8 45-1/4 35 
Second 56-3/8 48-5/8 .35 
Third 49-3/8 32-1/2 35 
Fourth 51 31-5/8 .40 


Comparative quarterly results are presented 
in the following table: 


QUARTER 

First Second = Third = Fourth 
REVENUES 
(in millions) 
1975 $1,222.9 $1,292.7 $1,315.1 $1,382.2 
1974 1,148.3 1,322.6 1,332.8 1,302.0 
EARNINGS 
(in millions) 
1975 S647 S$ 1112 S$ 72.3° $1044 
1974 108.5* 123.8 nto 84.5 
EARNINGS 
PER SHARE 
1975 $ Le eo ae40- S95 ° $09 1:37 
1974 1.43* 1.63 1.49 Ue 


“Before cumulative effect of accounting change. 


Presented on pages 27-38 is comprehensive 
financial information, including 10-year finan- 
cial and operating reviews. 

Copies of the Company’s annual 10-K Re- 
port filed with the Securities and Exchange 
Commission may be obtained by writing to Mr. 
Harvey W. Thompson, Secretary, Phillips Petro- 
leum Company, Bartlesville, Oklahoma 74004. 


NET INCOME adjusted to ‘real’ net 
income—millions of dollars 


AS PUBLISHED t 


1966 67 68 69 70 71 72 


CAPITAL EXPENDITURES 
millions of dollars 


EXPLORATION AND PRODUCTION 
MANUFACTURING 

MARKETING, TRANSPORTATION 
AND OTHER 


1966467 68 69 70 71 72 


SOURCE AND DISPOSITION OF 1975 
REVENUE DOLLAR 


tData for 1967, 1968, 1969, and 1970 have been re- 
stated to reflect the adoption in 1971 of equity 


accounting for investments. 


*Based on GNP Deflator. Represents 4% average 


annual growth in ‘real’ net earnings. 


RETURN ON TOTAL ASSETS t* 
percent 


; 


1966 67 68 69 70 71 


FUNDS AVAILABLE AND EXPENDED 


millions of dollars 


CAPITAL EXPENDITURES, DEBT REPAYMENT, 
DIVIDENDS AND OTHER NEEDS 


196667 68 69 70 71 72 


PAYMENTS TO EMPLOYEES, TAXING 
AGENCIES AND STOCKHOLDERS 


millions of dollars 


PAYROLL INCLUDING EMPLOYEE BENEFITS 


TAX EXPENSE tk 


ek 


CASH DIVIDENDS PAID 


1966 67 68 69 70 71 72 73 


* Made up by borrowings and sales of assets and stock. 


+ Excludes $308,600,000 for Western U.S. Manufac- 


turing and Marketing properties. 


* Before extraordinary items and accounting change. 


1200 


1000 


600 


400 


300 


100 


The Company’s exploration and production 
activities around the world in 1975 were more 
extensive than ever before. Phillips remained 
vigorously competitive in its search for energy 
resources despite government-imposed uncer- 
tainties at home and abroad. 
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Our primary thrust continued to be toward 
strengthening the Company’s resource base 
through expansion of reserves of hydrocarbons 
and other energy sources and through the 
achievement of greater geographic diversifica- 
tion. Pursuit of this aim over the past several 
years was responsible for a 17% rise in net 
worldwide production of crude oil in 1975. 

With oil production from the Norwegian 
North Sea steadily increasing, overseas output 
equaled domestic volume. Prices realized for 
domestic crude oil were higher, but prices for 
most foreign oils were lower. 


LIQUID HYDROCARBONS 
PRODUCED 1975 1974 


Net Barrels Daily 


UNITED STATES 


Grude: oili\cigee oe eee ee 118,400 123,500 
NaturaligasiliquidSitaerrerercereer 125,900 132,200 
Total WiSige es cc Scene eee Canoe 244,300 255,700 
OUTSIDE UNITED STATES 

Grude-oili.fecot.d eee eee: 118,600 79,500 
Natural'gas liquids) 33.40 ee 2,100 2,600 
jotalioutside’U:S. - 2a. eerie 120,700 82,100 
WORLDWIDE 

Crude Gil as a. aca hee eee 237,000 203,000 
Natural’gassliquidS sae eer: 128,000 134,800 
TotaltwonldWwidewreere ene 365,000 337,800 


Worldwide production of natural gas and 
natural gas liquids decreased primarily because 
of normal production declines in older U.S. 
fields. Norwegian North Sea production of 
these hydrocarbons is not scheduled to start 
until 1977. Revenues from natural gas sales in- 
creased 29%, primarily as a result of higher 
prices in domestic markets. 

Phillips drilled or participated in 125 explor- 
atory wells, resulting in 30 oil and gas dis- 
coveries and 95 dry holes. Despite advances in 
oil and gas finding techniques, exploratory risks 
have remained great as we have moved into 
“frontier” regions, where drilling is frequently 
more difficult and costly. 

Capital and exploration expenditures to ac- 
quire, find and develop oil and gas reserves 
were $507,200,000, an increase of 13% from 
1974. Dry hole costs comprised $114,700,000 of 
1975 expenditures. 


DRILLING STATISTICS Exploratory Development 


1975 1974 1975 1974 


UNITED STATES 


Gross:wells ssc. cnc ae ere 76 89 647 490 

Net wells: 
Olle. Se eee ee ee 5 Selon 83 
Gas and gas condensate .... 6 8 45 27 
Dry holessoana te oan ee 33 40 26 26 
Total snes sce oer eee 44 53 alive 136 

OUTSIDE UNITED STATES 

Gross: WellsSiion8 csenean ee een 49 60 41 47 

Net wells: 
Canada ok: Saree ee 3 3 1 1 
EatingAmeri Caleta 3 2 - 6 
Europe®.: dec cscemntae.dee aoe 3 3 6 5 
AfriCats..£.5. 2350 eee. See 5 7 4 4 
MiddletBasteasrrirrer ee 2 4 - - 
Southeast Asia ............. 5 5 1 - 
Total) cso ces eae se eee 21 24 16 
(@ | MR ire ac Sen Teese as See 15 
Gas and gas condensate 1 1 - - 
Drynoles acanaics se eeee Ue 18 2 1 


= Reserves — At year-end, the Company’s esti- 
mated owned recoverable petroleum reserves 
in the United States, including the North Slope 
of Alaska, were 696 million barrels of liquids 
(crude oil, condensate and natural gas liquids) 
and 5,334 billion cubic feet of gas. Our recover- 
able reserves in the rest of the world were esti- 
mated to be 1,114 mfllion barrels of liquids and 
5,883 billion cubic feet of gas. The reserves out- 
side the U.S. include the Company’s share of 
reserves subject to production-sharing con- 
tracts with foreign governments. Reserves of 


Steam rising from 
Phillips first geo- 
thermal discovery 
indicates the energy 
potential of a well 
testing a large 
underground res- 
ervoir in sou 
western Utah. 


Pacific Petroleums Ltd. are not included, nor are 
the reserves of any other non-consolidated 
company. The Company’s estimates include 
only reserves with producibility — based on 
current knowledge, technology and economics 
— that is assured to a reasonable degree. Not 
included are reserves which might result from 
extensions of existing petroleum fields. The 
data should be read with recognition that ‘“‘re- 
coverable reserves’’ cannot be measured 
precisely. 

In addition to Phillips own reserves, 301 mil- 
lion barrels of liquids and 1,940 billion cubic 
feet of natural gas are estimated to be available 
to the Company in the U.S. through contracts 
and other arrangements. The liquids controlled 
by these arrangements account for the rela- 
tively high ratio of natural gas liquids to crude 
oil production reported by the Company. 


® North Sea — Crude oil production built up 
throughout the year in the Norwegian sector of 
the North Sea, where the initial 30-well Ekofisk 
Field development drilling program neared 
completion. Development drilling began in 
West Ekofisk, one of the six other fields in the 
area which will be linked by pipeline to the 
Ekofisk production complex. Continuous 
production without the winter weather interrup- 
tions experienced in the past was made possi- 
ble through the startup in mid-October of a 


220-mile crude oil pipeline to a huge terminal at 
Teesside, England. Production exceeded 
325,000 barrels per day until November 1, when 
a fire temporarily suspended operations at one 
of three platforms. The platform is expected to 
be back in operation in March 1976. For 1975 as 
a whole, Ekofisk production, in which Phillips 
has a 37% interest, averaged 190,000 barrels a 
day, up 155,000 barrels a day from the 1974 
average. 

We completed major construction phases of a 
274-mile natural gas pipeline from the Ekofisk 
complex to Emden, West Germany, and a 
natural gas distribution center there. They will 
go into operation in early 1977 with completion 
of related facilities at the Ekofisk complex and 
the Teesside terminal. 


A second contract for sale of Norwegian 
North Sea gas was signed with the same con- 
sortium that agreed earlier to purchase gas 
from four Ekofisk area fields. The new agree- 
ment provides for the European gas distribution 
consortium to purchase gas from the other 
three fields, commencing in early 1978. Gas de- 
liveries under both contracts eventually will 
total about 1.7 billion cubic feet per day. 

Exploration and development continued in 
the United Kingdom's sector of the North Sea, 
although affected by the uncertainty of British 
government actions relating to taxes, royalties 


and participation. A discovery was made in the 
Mabel Field on acreage in which Phillips has a 
34% interest. It tested in excess of 2,600 barrels 
of oil per day. In the Andrew Field, a confirma- 
tion well, in which the Company has a 35% 
interest, flowed in excess of 6,800 barrels of oil 
per day in tests. 

Additional drilling was started and increased 
compression capacity was added to begin pro- 
ducing gas in the North-of-Hewett Field and 
maintain gas production in the Hewett Field. 


= Other International Activity — In Nigeria, net 
production to our 22%% interest averaged 
28,400 barrels of oil per day, 13% less than in the 
previous year. A 6,800 barrel per day net produc- 
tion increase was achieved late in the year fol- 
lowing completion of two new pipeline spurs 
connecting two additional fields to the trans- 
portation system. Production during 1975 came 
from 10 of 24 fields discovered in the Nigerian 
Delta by Phillips and its partners. 


Another major oil discovery in the 
12,000,000-acre Teluk Berau production- 
sharing contract area in Irian Jaya, Indonesia, 
was followed by a confirmation well which 
flowed in excess of 20,000 barrels of oil per day. 
Three oil fields and a gas condensate field have 
been found in this area. Studies of the feasibility 
of beginning production from these fields were 
accelerated. In another area of Indonesia, the 
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PHILLIPS NORTH SEA INTERESTS 


South China Sea, we began preliminary eco- 
nomic and processing studies of the develop- 
ment potential of a major gas field. A 33%3% 
interest in an adjacent production-sharing con- 
tract area covering 1,300,000 gross acres 
was acquired. 

Other major targets for future exploration 
obtained during the year included 4,400,000 
Ivory Coast offshore acres covered by a 22%2% 
interest production-sharing contract and two 
50% interest offshore concessions in Nicaragua 
involving 3,200,000 acres. 

The Company’s relatively small production 
operations in Venezuela, along with all other 
private petroleum ventures there, were trans- 
ferred to government ownership on December 
31, 1975. Phillips accepted a settlement offer of 
about $20,000,000, including $3,500,000 in cash 
and the remainder in government bonds. Our 
net production of crude oil and natural gas 
liquids in Venezuela averaged 17,200 barrels 
daily in 1975. 
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NET OIL AND GAS ACREAGE AT YEAR-END 


UNITED STATES 


JOtalie ck ceo oe kesat tn Oe 7,197,000 
Developed: <2... 0:hh.w. tan Gs poee eee 1,206,000 
OUTSIDE UNITED STATES 
Canada: ..< ts Soxaciste oe tie ee eee 3,452,000 
Latin Americal... ..200..-00hee oe eee 12,228,000 
EUrODG: ecsccnea agen cen cele eee eee 1,457,000 
AtfriCah is5 ood etek eee ee Oe 7,994,000 
Middle: East’ sii scent Oe 1,753,000 
Southeast Asia’ c..c03. fen eee 28,564,000 
Australiac.cc3.e ee eee 1,511,000 
PHILLIPS FAR EAST INTERESTS Totaloutside: U:Sei aon ae eee ieee 56,959,000 
“ S ee Developed outside U.S. .................. 119,000 


A EXPLORATORY DRILLING +1975 _ 
@ FIELD DISCOVERY : 
' PHILLIPS ACREAGE ~~ ® North America — Our U.S. crude oil produc- 
8 tion continued to decline, reflecting an industry 
trend. The downtrend was inevitable inasmuch 
as the major known geological prospects in the 
United States, excluding Alaska and the 
offshore areas of the East, West and Gulf 
Coasts, have been explored and developed. 
Phillips engaged in an active North American 
exploration and development program. In addi- 
tion to 647 field development wells, the Com- 
pany participated in 76 U.S. exploratory wells in 
1975 compared to 89 in the previous year. The 
most important discoveries were two gas fields 
in Texas and an oil field offshore Louisiana. 
Stimulated by higher prices for crude oil pro- 
duced by new wells, field development drilling 
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A well flowing in 
excess of 20,000 
barrels a day con- 
firmed the Company’s 
discovery of oil on 
Indonesia’s equa- 
torial Salawati Island. 


was stepped up in 1975. Higher prices made it 
feasible to return to older fields to drill less 
productive zones than the pay formations orig- 
inally tapped and to develop small fields which 
formerly were not commercial. We conducted 
this type of drilling in 28 fields in land and 
offshore areas of the U.S. 

Elsewhere in North America, the Company 
made a gas discovery in British Columbia, 
Canada, and continued geophysical studies in 
the Canadian Arctic Islands. 


™ Enhanced Oil Recovery — Recoverable petro- 
leum reserves can be increased when secon- 
dary and tertiary technology is used to force 
fields to give up more oil than can be obtained in 
normal primary production operations. In 1975, 
37% of the Company’s U.S. oil production came 
from fields using such enhanced recovery 
techniques as injecting natural gas, steam, 
water or other fluids into formations to force out 
hydrocarbons that otherwise would remain 
underground. During 1975, Phillips entered 
three induced recovery programs and was par- 
ticipating in a total of 389 programs at year-end. 
We began the first full-scale application of a 
method to recover additional crude oil after 
secondary water-flooding of oil sand reservoirs. 
Developed by our Research and Development 
staff, the tertiary recovery technique is being 
evaluated in a joint venture with the federal 
Energy Research and Development Administra- 
tion. The technique involves three successive 
injections into the oil-bearing formation — first 
fresh water, then a petrochemical detergent so- 
lution and, finally, a viscous solution containing 
polymers. We expect that about 600,000 barrels 
of tertiary oil will be recovered at the 90-acre test 
tract in the North Burbank Field in Osage 
County, Oklahoma. If the project is a technical 
and economic success, the process could be 
extended to a major portion of the 23,000-acre 
field to recover more than 50,000,000 barrels of 
tertiary oil. The technique also has potential 
application in many other U.S. fields. 


® Canadian Affiliate — Pacific Petroleums Ltd., a 
48% owned integrated Canadian company with 
an active exploration program, made 25 net oil 
and gas discoveries and drilled 172 net success- 
ful development wells in 1975. Its production 
included 41,200 net barrels of crude oil and 
natural gas liquids per day, 11% lower than in 
1974. Its natural gas revenues were up 33%. 
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Figures in the tables and charts accompanying 
this text do not include the Canadian com- 
pany’s results. 


u Natural Gas Sales — There were modest price 
increases in some sales of natural gas subject to 
Federal Power Commission regulation in in- 
terstate markets. Only intrastate markets, how- 
ever, accurately reflect competitive market 
prices for gas. The portion of our natural gas 
sales made in intrastate markets has increased 
substantially in recent years. Our average price 
of gas sold in U.S. markets was 36 cents 
per thousand cubic feet, 9 cents higher than 
in 1974. 

Because of unreasonable requirements set 
by the Commission, Phillips was forced to ter- 
minate an agreement to sell a substantial vol- 
ume of liquefied natural gas, to be produced by 
our 70% owned plant in Kenai, Alaska, to a 
Pacific Northwest utility. 


= New Energy Sources — |mportant develop- 
ments in coal, uranium and geothermal re- 
sources highlighted the fourth year of our drive 
to find and utilize alternate energy sources. 
Acquisitions of options and leases on coal- 
bearing lands increased our holdings to more 
than 500,000 acres, with estimated potential re- 


Core drilling was a crucial tool in our program to 


serves of more than two billion tons. A wholly 
owned subsidiary, Phillips Coal Company, 
formed during the year, initiated economic 
feasibility and mine-planning studies in antici- 
pation of being in coal production in the early 
1980s. Most of the Company’s coal reserves are 
located in the Wilcox Lignite Trend in eastern 
Texas, southern Arkansas, Mississippi and 
Louisiana, but we also have coal options and 
leases in the Rocky Mountain states and 
Alaska. Competition has been intense in the 
acquisition of mining rights to the lignite trend 
coal, which has the competitive advantage of 
being near major Gulf Coast area utility and 
industrial markets. 

Approximately 600,000 acres in 14 areas in 
Colorado, New Mexico, Utah and Wyoming 
have been acquired over the past three years for 
uranium exploration. Drilling in 1975 resulted in 
the discovery of a significant uranium deposit, 
designated Nose Rock, in the San Juan Basin in 
McKinley County, New Mexico. While the mag- 
nitude of the reserves had not been determined 
by year-end, drilling had indicated uranium 
oxide reserves on the order of 25,000,000 
pounds or more. At year-end, Phillips had 11 
rigs active in the area to drill out additional 
reserves on the Company’s full-interest proper- 
ties. Development feasibility studies were 
initiated. 

Our geothermal resources program was con- 
centrated on the Roosevelt Prospect near Mil- 
ford in southwestern Utah. By year-end, Phillips 
had drilled a third test well on the prospect to 
confirm the presence of a potentially commer- 
cial zone of steam and hot water which was 
discovered by the Company’s second well on 
the tract earlier in the year. The prospective 
market for this energy is for use to generate 
electric power. 
= Coal Gasification Project Management — We 
began managing the BI-GAS Coal Gasification 
Pilot Plant Demonstration Program, jointly 
sponsored by the Energy Research and De- 
velopment Administration and the American 
Gas Association. Construction of the 
$32,000,000 pilot plant located in Homer City, 
Pennsylvania, was completed in December 
1975 and startup and shakedown operations 
were initiated at that time. The purpose of the - 
program is to develop a practical technique 
through which the nation’s abundant coal re- 
serves can be used to supplement its dwindling 
supply of natural gas. 


The petroleum processing, supply and mar- 
keting segment of our business — representing 
about one-third of Phillips total assets — was 
unprofitable during 1975. The effects of federal 
regulations, competitive conditions and higher 
feedstock costs offset gains from higher prod- 
uct prices and more efficient operations. 


oetoreur 
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= Crude Oil Supply and Costs — Federal gov- 
ernment regulations forced us to sell an aver- 
age of 28,800 barrels daily of our own crude oil 
supply to our competitors. This, coupled with a 
continuing decline in domestic production, 
made it necessary to import a daily average of 
134,700 barrels of oil, or 37% of our total refinery 
runs in 1975 compared with 29% in 1974. 

As part of our importing effort, we began 
shipments of Phillips Norwegian North Sea oil 
to the Company’s U.S. refineries. During the last 
half of 1975, these refineries processed an aver- 
age of 16,900 barrels daily of our North Sea oil. 
Production from Company-interest fields in 
Nigeria, Venezuela and Iran also helped meet 
the raw material needs of our domestic 
refineries. 

Prices paid by the industry for foreign crude 
delivered to U.S. refineries, including import 
fees of $2.00 per barrel for most of the year, 
ranged from $12.52 to $14.92 per barrel. U.S. 
crude not subject to federal price control varied 
in price from $11.35 to $13.35 per barrel, while 
the approximately 60% of domestic production 
under controls sold at $5.25 per barrel. Price 
controls were extended to all domestic produc- 
tion in early 1976 and, with import fees lifted, a 
short-term reduction in crude oil costs is 
anticipated. 


® Progress on Importing Facilities — Construc- 
tion of Seaway Pipeline, a new 30-inch diameter 
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crude oil line from Freeport, Texas, to Cushing, 
Oklahoma, was about one-third complete at 
year-end. Phillips owns 42% of Seaway. When 
operating in 1976, the line is expected to deliver 
initially 240,000 barrels of crude oil daily into the 
mid-continent region of the United States. It will 
make additional foreign crude available to 
our Kansas City, Kansas, and Borger, Texas, 
refineries. 

Plans are to link Seaway Pipeline with Sea- 
dock, a deepwater terminal planned off the 
coast of Texas near Freeport. This facility, which 
Phillips and eight other companies are develop- 
ing, is designed for unloading very large crude 
oil carriers bringing foreign crude oil to the 
United States. Applications for federal con- 
struction permits were submitted in December 
1975 and, assuming the permits are granted, 
the terminal could be completed by 1980. It took 
four years for the federal government to de- 
velop the necessary legislation and permit sys- 
tem required for offshore facilities of this type. 

Construction of the trans-Alaska pipeline to 
deliver crude oil from the North Slope of Alaska, 
where Phillips has interests in large oil and gas 
reserves, to the port of Valdez was 45% com- 
plete at year-end. It is scheduled to begin mov- 
ing oil by the end of 1977. Phillips has a 1.66% 
interest in this project, now estimated to cost 
about $7 billion. 


= Refinery Runs — U.S. refinery runs were 
somewhat lower than in 1974 because two se- 
rious fires at a key processing unit of the Avon 
Refinery in California limited runs there to 68% 
of capacity. 


U.S. REFINERY RUNS 


Crude oil and natural Barrels Daily 


gas liquids 1975 1974 
Kansas City, Kansas ............... 82,000 79,000 
Borger Texas: .ncecnne an eee 171,000 175,000 
Sweeny, TexaS .....55...ceusaaeeus 145,000 148,000 
Woods' Gross; Utah #2 2-95. see 23,000 21,000 
Great Falls, Montana .............. 6,000 6,000 
Avon’ Galifornniaeaceee oer onere 74,000 94,000 
Totals 38 acsuns oe oe ee RO 501,000 523,000 


= Refining Affiliates — The Company has stock 
interests of 50% or less in several companies 
operating refineries outside the United States. 
For 1975, our interests in their refinery runs, in 
proportion to our stock interests, totaled 52,000 
barrels a day. 

In addition to these refinery runs, average 
daily naphtha runs were 43,800 barrels by the 
Company’s chemical complex in Puerto Rico 
and 31,100 barrels by 50% owned Petrochim’s 
plant in Belgium. 


# Environmental Projects — Expenditures for 
environmental projects accounted for more 
than half of the total capital expenditures within 
the domestic refining segment of our business. 

New facilities were installed to expand our 
production of emulsion type asphalts, which do 
not contain the hydrocarbon solvents normally 
used to prepare asphalt for highway con- 
struction. The new material not only reduces 
atmospheric pollution caused by solvent evap- 
oration, but also releases the solvents for 
energy uses. 


mg Marketing — The volume of petroleum prod- 
ucts sold increased 2% above sales in 1974. 
Although average prices for refined products 


PETROLEUM PRODUCTS SOLD, REFINERY RUNS, CRUDE OIL 
AND NATURAL GAS LIQUIDS PRODUCED—millions of barrels 


PETROLEUM PRODUCTS 


Barrels Daily 


were substantially higher, increased costs, fed- SOLD 1975 1974 
eral regulations and competitive conditions UNITED STATES 
hampered efforts to achieve an adequate return Automotive gasoline......... 304,000 286,000 
for our operations. AMER) WEES aonccccuncuudac 24,000 30,000 
; . DistillateSmwacesnrcce cise se ess 99,000 100,000 
For the third consecutive year, we operated B ieneicrocincss 97.000 92.000 
under complex and confusing federal price and Other products.............. 31,000 33,000 
Bema Sanaa meee ine Bee eae Total S a tevwete ee 92 555,000 541,000 
a a ao Sates ee ee ae QUISIDE Set ote ace! 56,000 60,000 
a gy WORLDWIDE 4.0.0... .s50- 611,000 601,000 


ufacture and distribution of products. 


Energy conservation 
at our Borger, Texas, 
refinery was one of 
the benefits resulting 
from a new computer 
control system 
designed, manufac- 
tured and installed 
by the Company’s 
wholly owned sub- 
sidiary, Applied Auto- 


mation, Inc. 


17 


Our worldwide chemicals operations attained 
their second best year in sales and earnings. 
They could not top the unprecedented perfor- 
mance of 1974 principally because of the 
effects of the global economic recession. 
Nevertheless, an upswing in the performance of 
most of our U.S. product lines was evident to- 
ward year-end. 


chemias 


Chemical sales totaled $981,800,000 in 1975 
compared with $1,184,200,000 in 1974. The fig- 
ures do not reflect sales of one domestic and 18 
foreign-based companies in which Phillips 
owns interests of 50% or less. Chemical earn- 
ings, including our share of the income from 
these interests and other sources, accounted 
for 24% of total Company earnings in 1975, 
compared with 39% in 1974. 

Although our chemical business felt the im- 
pact of the worldwide economic slowdown, its 
diversification provided some stability by tend- 
ing to level out the rises and falls in revenues 
experienced by companies with less breadth 
and fewer product lines. 

Prices for petrochemicals generally held up 
well in the face of lower demand for many end 
products. This development denotes a reversal 
from an era when petrochemicals were under- 
priced in relation to their usefulness and the 
value of the raw materials from which they are 
made. Because most petrochemical raw mate- 
rials are usable as either fuels or chemical 
feedstocks, the rise in fuel prices strengthened 
petrochemical values. 

Our own hydrocarbon production meets the 
bulk of the feedstock needs of our chemical 
facilities, assuring security of supply. 


m= Feedstocks and Special Chemicals — Revenue 
from sales of basic petrochemical feedstocks 
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(principally ethylene), aromatics and other in- 
termediates, and special chemicals decreased 
22% from 1974. Special chemicals include 
high-purity hydrocarbons, petrosulfur com- 
pounds, solvents and drilling mud additives. 
Domestic demand strengthened at mid-year, 
and all our U.S. facilities operated at capacity 
during the second half. New hydrocarbon pro- 
pellant manufacturing facilities in East 
Chicago, Illinois, were completed. 

With a strong and growing demand for 
ethylene evident, we authorized construction of 
a one-billion-pound annual capacity addition to 
our ethylene facility at Sweeny, Texas. To help 
meet the new plant’s feedstock requirements, 
we initiated a program to increase ethane ex- 
traction at our natural gas liquids plants. New 
units were completed and placed into operation 
at facilities in southeast New Mexico and West 
Texas, and more are scheduled for installation 
through 1978. A major expansion of facilities to 
recover additional ethane and propane also was 
begun at the Borger, Texas, refinery. 


@ Phillips Puerto Rico Core Inc. — Our sub- 
sidiary operation near Guayama, Puerto Rico, 
ran at an average of 88% of capacity during the 
year. The complex manufactures basic chemi- 
cals and motor fuel from naphtha, a crude oil 
derivative. 


@ Fertilizers — Demand for fertilizers was lower 
because fields in prime U.S. farming areas gen- 
erally were too wet for optimum spring applica- 
tions. In addition, farmers reduced costs by 
using less fertilizer. Notwithstanding the re- 
duced yield per acre stemming from lighter fer- 
tilizer applications, farmers produced record or 
near-record crops by putting more land into 
cultivation. 


m Rubber Chemicals — Demand for carbon 
black, butadiene and synthetic rubber product 
lines remained slack throughout the year. Sev- 
eral factors contributed to this situation. The 
recession caused consumers to delay purchas- 
ing of replacement tires as well as new auto- 
mobiles. Faced with reduced demand for their 
products, our rubber industry customers sold 
down their inventories without restocking. An 
upsurge in automobile sales did improve our 
domestic rubber business slightly in the fourth 
quarter of 1975. Foreign demand also 
strengthened in the latter part of the year. The 
upsurge in domestic automobile buying in- 
volved primarily small cars, which are equipped 
with smaller tires having less rubber and carbon 
black. Moreover, product improvements in re- 
cent years have made synthetic rubber tires 
longer-wearing. Combined with the trend to 


In a hospital 
emergency room, 
blood flows through 
economical, 
disposable filter unit 
incorporating a 
clear casing of 
Phillips K-Resin 
butadiene-styrene 
polymers. 
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reduced automobile travel, these factors indi- 
cate that, at best, the tire market will experience 
a slow return to earlier sales levels. 


Plastics — Domestic demand for our poly- 
olefin, polyphenylene sulfide and butadiene- 
styrene resins recovered strongly around mid- 
year. Demand outside the U.S. improved during 
the fourth quarter. 

Capacity at our Pasadena, Texas, facility 
which manufactures Marlex polyethylene was 
increased by 88,000,000 pounds annually. This 
19% increase was the result of a program to 
improve processing procedures, eliminate 
bottlenecks and make optimum use of com- 
puters and automatic controls in the operation. 


m= Fibers — Our 80% owned subsidiary, Phillips 
Fibers Corporation, began to rebuild sales in 
the second quarter. This company manufac- 
tures and markets Quintess polyester yarns and 
also markets the Marvess olefin fibers and non- 
woven fabrics produced by other facilities 
wholly owned by Phillips. 


PRINCIPAL CHEMICAL PLANT EXPANSIONS 


PRODUCT 


High-density polyethylene* 
High-density polyethylene 
Polyester textile yarn 
Carbon black 

Carbon black 

Carbon black 

Carbon black 

Carbon black 

Ethylene 

Synthetic rubber 


PHILLIPS 
INTEREST 


ADDITIONAL GROSS 


LOCATION ANNUAL CAPACITY 


COMPLETED DURING 1975 


Houston, Texas 100% 
Antwerp, Belgium 30% 


88,000,000 pounds 
88,200,000 pounds 


Rocky Mt., North Carolina 80% 20,000,000 pounds 
Borger, Texas 100% 27,000,000 pounds 
Orange, Texas 100% 20,000,000 pounds 
Toledo, Ohio 100% 10,000,000 pounds 
Kurnell, Australia 100% 6,600,000 pounds 
Salamanca, Mexico 39% 13,200,000 pounds 
Antwerp, Belgium 50% 37,500,000 pounds 
Borger, Texas 21% 10,000 long tons 


UNDER CONSTRUCTION OR AUTHORIZED AT YEAR-END 


Butadiene 

Carbon black 
Carbon black 
Ethylene 

Normal mercaptan 
Tertiary mercaptan 
Plastic pipet 
Paraxylenet 
Cyclohexane 
Propylene 
High-density polyethylene 
Nonwoven fabric 
Synthetic rubber 
Synthetic rubber 
Synthetic rubber 
Synthetic rubber 


Tarragona, Spain 45% 
Candeias, Brazil 35% 


110,200,000 pounds 
72,700,000 pounds 


Durgapur, India 30% 17,500,000 pounds 
Sweeny, Texas 100% 1,000,000,000 pounds 
Borger, Texas 100% 9,700,000 pounds 
Borger, Texas 100% 1,500,000 pounds 
Calgary, Alberta 100% 2,000,000 pounds 
Guayama, Puerto Rico 100% 470,000,000 pounds 
Guayama, Puerto Rico 100% 18,400,000 gallons 
Sweeny, Texas 100% 95,500,000 pounds 
Puertollano, Spain 45% 77,200,000 pounds 
Seneca, South Carolina 100% 13,700,000 square yards 
Borger, Texas 100% 25,500 long tons 
Salamanca, Mexico 39% 26,600 long tons 
Antwerp, Belgium 50% 9,800 long tons 
Santander, Spain 45% 29,500 long tons 


*Plant can also produce low-density polyethylene. 


+New plant. 
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In the fourth quarter, Phillips Fibers com- 
pleted an expansion at the polyester textile yarn 
plant in Rocky Mount, North Carolina, which 
increased annual production capacity by 
20,000,000 pounds. Capacity sales of Marvess 
olefin carpet yarn used in woven oriental design 
area rugs were maintained. Changing styles in 
needlepunch carpets aided a recovery for Mar- 
vess olefin staple fibers. 

Our strong sales program to develop diver- 
sified markets for nonwoven fabrics resulted in 
successful entry into several new fields, includ- 
ing backings for vinyl materials and construc- 
tion fabrics for furniture. Sales in these markets 
helped offset the lower demand for carpet back- 
ing induced by the housing slump. 

Late in the year, Fibers International Corpora- 
tion, 94% owned by Phillips, agreed to sell its 
nylon and polyester yarn plant in Guayama, 
Puerto Rico, which was closed in early 1975. 
Polyester yarn manufacturing was consolidated 
at Phillips Fibers Corporation’s Rocky Mount, 
North Carolina, plant. 


mw Fabricated Products — This area of our 
chemicals business in itself is broadly diver- 
sified. Its several product lines experienced 
various results in 1975, but sales grew for most. 

Our plastic pipe, conduit and duct business 


_increased, although at a slower rate than in 


1974. Introduction of Driscopipe 1000, an eco- 
nomical line of pipe and fittings tailored for the 
sewer relining market, broadened our markets 
considerably. In the next several years, every 
municipal sewer system in the nation must be 
brought up to Environmental Protection 
Agency standards and in many cases relining of 
deteriorated lines will be the most economical 
way of meeting these standards. In Canada’s 
Alberta Province, installation was begun on a 
new plastic pipe plant to supply the rapidly 
growing rural gasification market. 

Garden Scene plastic floralware, our broad 
line of indoor and outdoor plant containers, 
continued its strong growth. A substantial por- 
tion of the product line is manufactured in our 
plastic molding facilities from Phillips resins. 

We discontinued operations at the plastic 
bottle molding plant in Orangeburg, New York, 
and sold the vinyl film operation in Auburn, 
Pennsylvania. 

Sealright Co., Inc., makers of plastic-coated 
containers and machinery for the dairy and 
other industries, felt little effect of the recession, 
as sales reached an all-time high. 

H. P. Smith Paper Co., maker of film and paper 
coatings, successfully introduced a new Poly- 
slik film. The non-tear release material has par- 
ticular advantages for applications in fine 


papers, medical products, diaper pads and 
other products in growing markets. 

Wall Tube & Metal Products Co. put a new 
tube mill into operation and greatly expanded 
its sales of tubing for heat exchanger and con- 
denser applications. However, sales of auto- 
motive and metal furniture product lines were 
adversely affected by the recession. 

We adopted the name ‘‘Phillips Chemical 
Company, a division of Phillips Petroleum Com- 
pany,’ for the domestic chemical operations of 
the parent company. The new identification will 
enable customers to recognize Phillips Chemi- 
cal Company as having the strengths of a sepa- 
rate business while retaining the advantages of 
being part of a major petroleum company. A 
recent survey shows that Phillips chemical ac- 
tivities ranked as the twelfth largest in the U.S. 
chemical industry. 


Rising prices and tightening supplies of many 
of the Company’s raw materials placed 
added emphasis on the activities of Phillips 
researchers. Of special interest were achieve- 
ments in better crude oil recovery systems, 
advanced evaluation techniques to aid in explo- 
ration efforts and more economical processes 
for removing toxic materials from fuels. 


researc 


Development of new tools for petroleum ex- 
ploration remained a primary thrust of Phillips 
research. One such technique, using a concept 
called magneto-tellurics, permits measurement 
of the electrical resistivity of rock layers below 
the earth’s surface. When combined with 
geophysical and geological information, the 
data can help determine the type, porosity and 
fluid content of the subsurface rocks. 

Faster, more accurate processing of explor- 
atory well information was made possible by 
installation of advanced, Company-developed 
computer systems at six exploration offices 
around the world. 

New gelled polymers and foams were de- 
veloped to improve oil recovery by correcting 
steam or water flow problems in reservoirs. In- 
dicative of Phillips strong position in enhanced 
recovery technology, several licenses have been 
granted to other companies for use of our sec- 
ondary and tertiary recovery techniques. 


= Fuels and Lubricants Research — A superior 
additive treatment went into general use in 
Phillips 66 gasolines for improved carburetor 
cleanliness and better control of emissions. En- 
gine protection provided by Trop-Artic All Sea- 
son SAE 10W-40 motor oil was increased by 
improving oil flow at sub-zero temperatures. 
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m Products and Processes Research —Amore 
economical process for selectively removing 
toxic hydrogen sulfide from gas streams also 
containing carbon dioxide was developed and 
put into use in our Borger refinery. The process 
is expected to be useful in certain natural gas 
fields that have not been developed because of 
the high cost of removing hydrogen sulfide by 
conventional techniques. It may also reduce the 
cost of gas manufactured from coal. 

A process was found for producing high- 
quality petroleum detergents that, when in- 
jected underground, increase the yield from oil 
fields experiencing production declines. 

A pilot plant began producing a single cell 
protein made by growing yeast or bacteria on 
alcohol substrates such as methanol, a basic 
petroleum product. As a step toward using 
these products both in human and animal diets, 
we continued a feed supplement testing pro- 
gram in cooperation with lowa State University. 
University nutritionists found these proteins to 
be equal to, and at times superior to, other feed 
protein supplements such as soybean meal. 

Development moved ahead on a flame- 
retardant for use in plastics. Fire resistant plas- 
tics would be of particular importance in 
applications such as household appliances, 
public building interiors and hospital and other 
institutional items. 


m= New Research Techniques — Numerous new 
instrumental techniques were developed or in- 
stalled to aid research on chemical and physi- 
cal processes important in rapidly evolving 
energy exploration, production and utilization 
technology. A new automated wet chemical 
analyzer, which increased the speed of analyses 
from two to as many as 60 samples per hour, 
found application in waterflood additive re- 
search. A new procedure utilizing advanced in- 
struments was developed to provide, in a matter 
of seconds, important information in answering 
questions such as how petroleum moves from 
source rocks to reservoirs. 


m Patents and Licensing — For the eighth time in 
as many years, Phillips ranked first among oil 
companies in the number of U.S. patents issued 
with a total of 317 — more than one each work- 
ing day. At year-end, Phillips owned 6,584 
active U.S. patents, the largest number in the in-_ 
dustry for the second consecutive year. The 
Company was also issued 232 patents in 31 
other countries. Patent and technology licens- 
ing is a long-standing contributor to the 
Company’s income. 


Research scientist 
J. R. Norell demon- 
strates that 
petroleum-based 
plastics can be 
made flame resist- 
ant. His labora- 
tory torch only 
chars the plastic 
containing a 
Phillips-developed 
flame retardant 
while the ordinary 
plastic on the right 
continues to flame. 


The continued progress of any organization 
depends on the vitality of its people. While this 
annual report can only highlight the efforts of 
Phillips people, it is to their competence and 
energy, their sense of common purpose and 
continuing dedication that the Company owes 
its 1975 achievements. 


onillios 
cogs 


Recognizing our need for highly motivated 
men and women with a broad diversity of talents 
and qualifications, we moved ahead in pro- 
grams to foster personal development through 
improved job progression and continuing edu- 
cation and to promote more job opportunities 
for minorities and women. 


In our overseas operations, we continued to 
stress employment of citizens of the host nation 
whenever possible. Training programs were in- 
creased to better utilize nationals. Of the 2,900 
employees on our overseas payroll, 77% were 
citizens of host countries. 


Reflecting the capital-intensive nature of the 
petroleum industry, the Company’s average 
investment per employee at the end of 1975 
amounted to $149,000, which was more than 
four times the average investment per employee 
for all large industrial corporations. Our 1975 
capital spending averaged $23,900 per job. 

Relations with labor remained stable 


with no significant work stoppages in Company 
operations. 


= Employee Communications and Training — 


Expansion of internal television tape facilities 
during the year provided greater capability and 
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flexibility in communicating both informational 
and training material. This video system allowed 
information to be conveyed in condensed form, 
a more personal manner and at greater speed 
and less cost in many cases. The system 
reached 35 strategic locations, including five in 
foreign countries. Eighty percent of our U.S.- 
based employees had access to video pro- 
gramming during the year. Further expansion of 
the video system is scheduled in 1976. 


@ Safety and Health — The Company’s dedica- 
tion to employee safety was reflected in new or 
upgraded programs which stressed occupa- 
tional health and industrial hygiene. In addition, 
efforts were continued to comply with govern- 
ment safety regulations, although some of 
these are overly complex and costly. 


Improved physical examination procedures 
were established to better protect employees 
through early detection of health problems, ex- 
posure susceptibility and other conditions. The 
number of employees electing to take periodic 
examinations increased significantly as a result 
of efforts to make the program more convenient 
and suitable to employee needs. 


Lost-time injuries totaled 5.2 per million man- 
hours worked, and the vehicle accident fre- 
quency rate was 3.3 per million miles driven. 
Though both 1975 rates were higher than in the 
previous year, they ranked well below the aver- 
ages for the petroleum industry. 


A concentrated evaluation and upgrading of 
safety equipment and procedures was under- 
taken at two Company operations where major 
fires had occurred during the year. 


& Cost-Saving Suggestions — |t was a banner 
year for the Company Suggestion Plan, which 
again proved a valuable source for developing 
methods of cutting costs and saving time and 
materials. Employees developed more than 
14,000 ideas and some 4,600 suggestions were 
adopted, including one that drew the largest 
cash award ever presented in the Plan’s 43-year 
history. 


& Management Changes — No changes in the 
Company’s elected officers occurred in 1975. 


J. W. Davison was named manager of Re- 
search and Development during the year. P. M. 
Arnold, vice president of Research and De- 
velopment, reached normal retirement age on 
February 1, 1976, and Mr. Davison was elected 
to the position on February 9, 1976. 


Pipeline inspector 
J. M. Howerton, as- 
signed to North Sea 
operations, won the 
largest award, 
$35,500, in the 43- 
year history of the 
Company’s sugges- 
tion program. His 
better idea produced 
substantial savings 
in manhours and 
materials in laying 
the Ekofisk 
pipelines. 


Demonstrating that 
even the smallest 
businessman in the 
United States earns 
more than 50% of 
the world’s people, 
this newspaper car- 
rier played the key 
role in a Phillips free 
enterprise television 


advertising program. 


Chairman W. F. Martin 
participates in a 
“Professor for a day” 
program at a state 
university, part of the 
Company’s growing 
effort to build 
understanding between 
the business and 
academic communities. 


Programs to enhance public understanding 
of our business and demonstrate our commit- 
ment to social goals aided improvement of 
corporate-public relationships. Our broad base 
of accountability is reflected in the fact there 
are 126,900 Phillips stockholders, and thou- 
sands of independent businesses which dis- 
tribute and market Company products to 
millions of customers. 


CleeGc 
dtizensnio 


@ Public Communication — Complex energy is- 
sues — particularly questions about the price 
and supply of fuels — dictated a continuing 
strong commitment to communicating informa- 
tion about such issues to consumers and other 
sectors of the public. 

Phillips people used public appearances, 
media interviews and publications to stress the 
need for establishment of a national energy pol- 
icy as a vital step toward strengthening the 
country’s energy self-sufficiency. 

Besides responding to requests for informa- 
tion, we actively sought and developed oppor- 
tunities to talk face-to-face with all segments of 
the consuming public. During the year, nearly 
2,000 organizations sought presentations by 
Company employees. 

As part of an ongoing effort to improve com- 
munications between the educational commu- 
nity and business, numerous presentations 
were made to high school and college students. 

Publications on varying aspects of the busi- 
ness were prepared for distribution to special 
groups and to the general public. One of these 
was The World of Phillips, a comprehensive look 
at the worldwide energy, chemical and related 
activities of the Company. 

Copies can be obtained by writing to Mr. 
Harvey W. Thompson, Secretary, Phillips Petro- 
leum Company, Bartlesville, Oklahoma 74004. 


26 


& Community and Youth Assistance — Grants 
and scholarships were made through the Phil- 
lips Petroleum Foundation to educational, 
health, cultural, youth, community and public 
interest organizations. These contributions 
were up 10% from 1974. 


Our sponsorship of the Amateur Athletic 
Union senior swimming program helped sup- 
port national and international swimming com- 
petition. This financial commitment continues 
through the 1980 Olympic year. 


Phillips people again were recognized for 
strong involvement in the activities of their 
communities. Distinguished Community Ser- 
vice Awards were presented to 156 employees 
for outstanding participation. 


® Environmental Protection — Working to pro- 
tect the air, water and land, and to develop fair 
and effective standards within economic 
realities remained basic to our operations and 
plans. We cooperated closely with government 
agencies worldwide to find the most equitable 
and practical solutions to environmental 
problems. 


Expenditures for environmental protection 
during 1975 totaled $89,600,000, an increase of 
87% over 1974. Capital expenditures comprised 
$66,000,000 of 1975 spending. Major efforts 
were directed at meeting the 1977 goals of fed- 
eral water pollution control laws. 


m Energy Conservation — Strides in conserva- 
tion moved the Company closer to its goal of 
reducing energy consumption by 15% per bar- 
rel of oil processed and per pound of chemical 
produced by 1980 compared with 1972. Com- 
pany energy usage in 1975 was further reduced 
by the equivalent of more than 1,500,000 barrels 
of oil. This progress was the result of improving 
the efficiencies of equipment, shutting down 
unneeded facilities, reducing lighting, heating 
and cooling requirements, and recovering and 
using waste heat from stack gases. 


In several cases, efficient fuel usage was the 
result of committing capital funds for new 
equipment. For example, three steam boilers 
were installed at our Borger, Texas, carbon 
black and synthetic rubber manufacturing 
plants at a total cost of $20,000,000. The boilers 
will meet the total steam requirements of the 
two plants as well as the partial needs of a third 
Phillips facility. Fuel for the boilers is exhaust 
vapor previously discharged into the air. Rising 
costs of conventional fuels made this under- 
taking economical. The facility is expected to 
pay for itself in less than four years. 


PHILLIPS PETROLEUM COMPANY 
CONSOLIDATED BALANCE SHEETS AT DECEMBER 31 


ASSETS 
Current Assets: 
Penn CRC INT) LING COPOSIS® 2c) - ice etin sah sewn ois ne ay ven eue demas suse diners aes 
PIMEMET MIAME SUITIOLICG ier tae) aye prunact sighs ofa aul can RaSuclore afd int Sakdle 5 KonNas 
Notes and accounts receivable — 

(less reserves: 1975 — $10,089,000; 1974 — $11,360,000) ................ 
Inventories: 

Crude oil, petroleum products, chemicals and merchandise ............. 

MalehalStanciSupPlLeSmermrnerr A. (iera acca cece cukae cian aice erie mccuer aeons 

MONA URLOMUIASSO Stee rciac ss cc os weet Asles’va oh od so as gttpeg tien eelene a 

Investments and Long-Term Receivables — 

(less reserves: 1975 — $13,869,000; 1974 — $13,043,000) — Notes 2 and 13 
Properties, Plants and Equipment, at cost, less reserves — Note3 .......... 
Prepaid and Deferred Charges............... 0... ccc cece eee e eens 


LIABILITIES AND STOCKHOLDERS’ EQUITY 

Current Liabilities: 

INGLESTAMCEACCOUMISIDAVADIC aprarers e : gioesc cictditeisrare eeaicker ev dels otis ie elem otats ane 

Long-term debt due within one year — Note 4.............. cece ee eee eee 

PAC GNUCCMAXCS perry npaieees ee nein ieetelencitoceartstie = ad tere a dh Bm Gidie Malis creoete Outre Me sie ouare 

WinomacciUalSemy cme ers cnc cis hs ae Sem ain ds Meta pal Sapa Be eee epsnse areceranens 
eA NITTOGIULIADIEELES ©2722. ae ons. xl bss «csi sg ook ea wie seals buseecsue akan aiaherd 

POnGarerm DEDU— NOE aie ec ecsd ois epayee ws Aaa 6 <.cralersale!bueiw wh bue aleisieraueta ohn onsuoce ste 

Deferred Credits: 


TotaliDeferned Credits inne cer eiaciciar. cas sieve tieieless a erbsiebersoiatnts cn kas vets 

Reserve for Contingencies ............. 0... ccc cece eee ete teens 
Minority Interest in Consolidated Subsidiaries.....................-....---. 
Stockholders’ Equity: 
Common stock, $2.50 par value: 

Shares authorized — 100,000,000 

SharestissSuedi=—/ O26 10896". eh o.oe vecas cows siescie ee egios steed oa sieme ae 
Capital in excess of par value of common stock — Note 6 ................45. 


EatiningsrembDlovedsinntme DUSINCSS mamas iene osteitis neneke hal neice scegerete ers 


Less treasury stock, at cost — 
(1975 — 18,177 shares; 1974 — 159,629 shares) — Note6............... 
FOraeorockiolders’ EQUIRY <7. shou wts oe tema sacatrs anes esters mies 


1975 


$ 477,367,000 


45,255,000 


629,036,000 


340,070,000 
129,530,000 


1974 


$ 336,597,000 


56,887,000 


611,341,000 


368,959,000 
91,915,000 


1,621,258,000 


404,401,000 
2,439,127,000 
80,143,000 


$4,544,929,000 


1,465,699,000 


360,473,000 
2,154,093,000 
47,847,000 


$4,028,112,000 


526,317,000 
47,981,000 
261,891,000 
47,359,000 


883,548,000 


892,672,000 


201,606,000 


64,369,000 


265,975,000 
66,387,000 
12,048,000 


190,655,000 
455,136,000 


1,779,002,000 


2,424,793,000 


494,000 


2,424,299,000 
$4,544,929,000 


542,897,000 
39,037,000 
264,851,000 


42,200,000 


888,985,000 
658,237,000 


72,871,000 


66,367,000 


139,238,000 
59,977,000 
7,979,000 


190,655,000 
451,325,000 


1,636,057,000 


2,278,037,000 


4,341,000 


2,273,696,000 
$4,028, 112,000 
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PHILLIPS PETROLEUM COMPANY 


CONSOLIDATED STATEMENTS OF INCOME AND EARNINGS EMPLOYED IN THE BUSINESS 


1975 
Revenues: 
Gross ‘operating: revenuesit cos. 25. os hes ib ie Os Re eee hae ere $5,133,557,000 
Equity in earnings of nonsubsidiary companies................ 2... cesses 28,791,000 
Other PeVeMUes mere Feces ceeca ler ante tena a eral teat os eae ee 50,540,000 
5,212,888,000 
Costs and Expenses: 
Costs’‘and' operating exoenses < <c.<.05 25:2. cs sb ameter cere neon eee 3,668,819,000 
Selling, general and administrative expenses ............6.. cee cece eee eee 322,462,000 
Depreciation, depletion, amortization and retirements ....................44. 326,032,000 
Taxes other than income taxes* — Note 5 ........ cc cee eee ees 93,798,000 
Interest and expense on indebtedness ............. cc cee cece eee teens 49,761,000 
Unuswaliitems — inet — Note Wi ic a5c. cress eo ate cern crane rene ree eemiererere —_ 
Provisiontomincome taxes— Note 5 ce. .- seer anaes osetia 409,448,000 
4,870,320,000 
Income Before Cumulative Effect of Accounting Change.................... 342,568,000 
Cumulative Effect on Prior Years 
of Accounting Change — Note 13 ........... ccc cece eee eens — 
Net InCOome iii sere Falco see Fb 0 5 Ae rae He Selec eee ete ater 342,568,000 
Earnings Employed in the Business at Beginning of Year: 
As previously reportedis ccs es sou tse tuaeee oem eee ey ee ee eee 1,636,057,000 
Adjustmenti— Note! 22.20 cass vas oe enc oho et ee eran eens oer ae (77,789,000) 
AS restated Me nici. 52 iva S. ss tas wna eee ieee En teen ene 1,558,268,000 


1,900,836,000 


Dividends Paid (1975 — $1.60 a share; 1974 — $1.45 ashare)................ 121,834,000 
Earnings Employed in the Business at End of Year ......................... $1,779,002,000 


Per Share of Common Stock: 

Income before cumulative effect of accounting change ..................--5. $ 4.50 
Cumulative effect on prior years of accounting change .................-.00. —_ 
Net imnCOmer coer oe esha e wade wc oe Pa ee ra Care ert $ 4.50 


*In addition, taxes of $267,000,000 in 1975 and $259,000,000 in 1974 were collected on 
the sale of petroleum products and paid to taxing agencies. 


1974 


$4,980,704,000 
59,742,000 
65,274,000 


5,105,720,000 


3,583,427,000 
311,552,000 
273,544,000 
84,809,000 
52,831,000 
13,772,000 
356,008,000 


4,675,943,000 


429,777,000 


(27,639,000) 


402,138,000 


1,343,927,000 


1,343,927,000 


1,746,065,000 


110,008,000 


$1,636,057,000 


$ 5.66 
(-36) 


$5.30 
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PHILLIPS PETROLEUM COMPANY 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


1975 1974 
Funds Provided from Operations Consisted of — 
Income before cumulative effect of accounting change ...................... $ 342,568,000 $ 429,777,000 
Non-cash items included in earnings, as follows — 
Depreciation, depletion, amortization and retirements............... 326,032,000 273,544,000 
Other (including asset write-down in 1974 — Note 11) —net........ 55,335,000 55,100,000 
723,935,000 758,421,000 
While Funds Were Expended for — 
Peepers plants ANd CQUIDMENL ...ccke caeoces scowls oesa dea Sees esas gahiebas 693,879,000 617,996,000 
SSN C) Se Bt a2: Baretta gee re 35,361,000 9,547,000 
Sviaendsito Company StOCKNOIGErS |... coc ese e eens sees vee veesvonuewa 121,834,000 110,008,000 
mopayment of long-term borrowings ...........00c cece cece eves eewceucencs 76,141,000 225,077,000 
SO TLE ca ong doclany Ae Cbg oc etn eo a oe ee 45,418,000 47,339,000 
972,633,000 1,009,967,000 


MCIELGTL A DOTICIONCY Of 22.02. = coin cos ewes (ev cb teane deta snivesiacaeenens 
This Deficiency Was Financed by — 


$ 248,698,000 $ 251,546,000 


SCD OMLOWINGQS ee Rae as soaks bye nuss x ou bh Fave ww eee eal ws $ 310,576,000 $ 76,857,000 
Eiovemy sales ANd FetIreMeNntS —. on. . ccc ce ee dead nea vanevcceceurwees 86,267,000 91,238,000 
SE TENGRUIRGSS I 0 EA no 3,723,000 20,492,000 
ncecas wom sale Of Company StOCk -.. 2.2 j0uenec. st eee seek ede cea nate dete 7,658,000 17,981,000 
ee As My Ses esas wialh os) hd 6 ah BG aw SNS he RO eels MORE 1,470,000 9,733,000 
Withdrawals from (additions to) working capital ........2...........0...0005. (160,996,000) 35,245,000 


$ 248,698,000 $ 251,546,000 


Changes in Components of Working Capital: 


Gashwancksnont-termininvestMentS acs. coe s com rancn cee nc ote noc ve coe we oem $ 129,138,000 $ (47,648,000) 


NOeSEanGraCCOUNTSmeceiVable- =... 4.26 oos acess cal@ eas ceceawalnen emmy = 17,695,000 108,646,000 
GRYSIMUOUTTES: oo c:ecerd, Sica ase es cuetecne aes iege ere aie SER Se ae eee ee ee re 8,726,000 171,991,000 

MOTAlBCUKTeMtaASSCtSimrte acters ace treats why citer eaten Meet aap Buse ines eerste 155,559,000 232,989,000 
DReMOSEAIRGTACCOUNTS DAVADIO se. .c.c safe nue peels cs Saale ao © alec eine aie d wins, 4516 ARIE (16,580,000) 142,243,000 
wong-termidebtdue within one year ..5.200.5...00..60 as eae oe ete onde 8,944,000 (21,581,000) 
AGOGUCCRAXESTANGKOLN ECT ACCHUAIS. 5 facie ciccclsnsccicis «4 + cveus ta ehareneteneco tienes ein se she's 2,199,000 147,572,000 

fotalgGunrentseiabilitheS@ner.e se tee oe vette clvere dona ete teeeeoemen tions oie ieee (5,437,000) 268,234,000 
Withdrawals from (additions to) working capital ................. 0.0... cece $ (160,996,000) $ 35,245,000 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 


The Board of Directors and Stockholders 
Phillips Petroleum Company 


We have examined the accompanying consolidated balance sheets of Phillips Petroleum Company at December 31, 1975 

and 1974 and the related consolidated statements of income and earnings employed in the business and changes in 

financial position for the years then ended. Our examinations were made in accordance with generally accepted auditing 

standards, and accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


In our opinion, the statements mentioned above present fairly the consolidated financial position of Phillips Petroleum 
Company at December 31, 1975 and 1974 and the consolidated results of operations and changes in financial position for the 
years then ended, in conformity with generally accepted accounting principles consistently applied during the period 
subsequent to the change, made as of January 1, 1974, in accounting for deferred taxes by an equity company, described in 
Note13,and after retroactive application of inter-period tax allocation, described in Note 5, with which changes we concur. 


Tulsa, Oklahoma ARTHUR YOUNG & COMPANY 


February 17, 1976 
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NOTES TO FINANCIAL STATEMENTS 


NOTE 1 — ACCOUNTING POLICIES 


Consolidation Principles and Investments — The 
consolidated statements include the accounts of com- 
panies owned more than 50%. Investments in 
companies owned 20% to 50%, inclusive, and in corpo- 
rate joint ventures are accounted for using the equity 
method. Investments in other companies are carried at 
cost except that equity securities for which quoted 
prices are available are carried at the lower of aggregate 
cost or market, computed separately for current and 
noncurrent securities. Such securities were carried at 
cost in 1974. This change in accounting did not mate- 
rially affect 1975 earnings. 


Foreign Currency Translation — Current assets and 
liabilities recorded in foreign currencies are translated 
into dollars at exchange rates in effect at year-end. All 
other foreign assets and liabilities, in general, are trans- 
lated at exchange rates in effect when acquired or in- 
curred. Revenues, costs and expenses are translated at 
approximate rates in effect during the period of the 
transactions, except for depreciation, depletion, amor- 
tization and retirements, which are transiated on the 
same basis as the related assets. Net unrealized transla- 
tion losses are charged against income; net unrealized 
translation gains are credited to a reserve for exchange 
losses. The same accounting applies for recording un- 
realized gains and losses on forward exchange con- 
tracts. Exchange adjustments arising from these 
procedures and the Company’s exposure from future 
translation adjustments at December 31, 1975, based on 
current exchange rates, are not material. 


Inventories — Crude oil, petroleum products and 
chemicals are priced at cost, which is lower than market 
in the aggregate, mainly on the last-in, first-out basis. 
Materials and supplies are priced at average cost or 
replacement cost, with allowance for condition of used 
material. 


Depreciation and Depletion — Depreciation of prop- 
erties, plants and equipment is determined by the group 
straight-line method, individual unit straight-line 
method and the unit of production method, applying the 
method considered most appropriate for each type of 
property. Leasehold costs of producing properties and 
the intangible development costs of productive wells 
are amortized on the unit of production method based 
on estimated recoverable oil and gas reserves. 


Exploratory Costs — Undeveloped oil and gas lease- 
holds are capitalized and that portion of the costs appli- 
cable to properties which it is estimated will be surren- 
dered is amortized over the estimated holding period. 
Dry holes and undeveloped lease rentals are expensed. 
Geological and geophysical costs resulting in the ac- 
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quisition or retention of leases are capitalized with the 
remainder being expensed. 


Property Dispositions — When complete units of de- 
preciable property are retired or are sold for continued 
use, reserves are reduced by the applicable amounts 
and any profit or loss is credited or charged to income. 
When less than complete units of depreciable property 
are retired or disposed of, the difference between asset 
cost and salvage value is charged or credited to the 
reserve for depreciation. 


Maintenance and Repairs — Maintenance and re- 
pairs are charged against income. Major renewals and 
replacements are charged to property accounts, and 
the assets replaced are retired. 

Income Taxes — Deferred taxes are provided for all 
significant timing differences in the recognition of 
revenue and expenses for tax and financial purposes. 
The application of this method to intangible develop- 
ment and certain other costs was adopted January 1, 
1975, on a retroactive basis, as explained in Note 5. 


The allowable investment tax credit is applied as a re- 
duction of income taxes. 


NOTE 2 — INVESTMENTS 


Investments at December 31, 1975, include 10,326,321 
shares of common stock of Pacific Petroleums Ltd. 
(‘Pacific’), representing 48.39% of the total shares 
outstanding. These securities had a carrying value 
of $177,580,000 and a quoted market value of 
$265,903,000 at December 31, 1975, which does not 
purport to be realizable value. At the same date, net 
assets of Pacific in Canadian dollars amounted to 
$354,312,000, which consists of current assets 
$108,635,000, net property, plant and equipment 
$451,322,000, investments $79,983,000, current 
liabilities $62,507,000, long-term debt $124,519,000 and 
provision for future income tax $98,602,000. Earnings of 
Pacific for 1975 in Canadian dollars were $57,267,000. 


NOTE 3 — PROPERTIES, PLANTS AND 
EQUIPMENT 


The Company’s investment in properties, plants and 


equipment is summarized as follows: 
December 31 


1975 1974 
Exploration and production ...... $2,588,904,000 $2,433,246,000 
Manufacturing ner ere tater: 1,339,493,000 1,264,332,000 
kanSpontationimeseme are ee 419,765,000 342,756,000 
Marketing issn cles te Rk 249,715,000 264,009,000 
OtNe Ga eeetaise cc oes kee ee oars 114,472,000 106,346,000 


4,712,349,000 4,410,689,000 
Less reserves for depreciation, 
depletion and amortization ..... 2,273,222,000 2,256,596,000 


$2,439,127,000 $2,154,093,000 


NOTE 4 — LONG-TERM DEBT 


Long-term debt due after one year at December 31, 
1975, consists of the following: 


8%%% Debentures Due 2000 ..................... $250,000,000 
mosvommebentures Due 2001)... 5.4: ..0:..82.0 0005. 199,222,000 
6% Guaranteed Sinking Fund Debentures Due 1981 11,250,000 
5%2% Guaranteed Swiss Bonds due 1983........... 13,838,000 
Notes payable to banks, insurance companies 
and others: 
Pteie-o476, GUE 1977-1990. fiee Soc eee ee ae 51,467,000 
At 58%-612%, due 1977-1991 ................55. 314,303,000 
Pita G-5 06, GUO 1977-1989 occ ccc cen cin sees ae 17,042,000 
PURCNASCLODIIGATIONS: arcs. as ast ce noes terse ao wersls 21,034,000 
(QUE? +2 bo Gore ts SONS Cees ne en an 14,516,000 
$892,672,000 


Maturities of long-term debt for the next five years are: 
1976 — $47,981,000 (included in current liabilities); 
1977 — $51,002,000; 1978 — $51,362,000; 1979 — 
$49,107,000; 1980 — $36,558,000. 


Arrangements existed at year-end for a subsidiary to 
borrow an additional $44,516,000 to finance its portion 
of the further development of oil fields in the North Sea. 
Generally, repayments of such loans would commence 
in 1977 and continue through 1982. 


NOTE 5 — TAXES 


1975 1974 
Operating taxes 
MOV ee er oot sc oe es Os wn $ 32,624,000 $ 31,219,000 
Gross PrOduCtION .s.45.-+5-.45---- 28,687,000 24,232,000 
SOCIAlESECUNITY Ga cccu os coco see as 20,848,000 18,844,000 
COUIMYETT hbee Beatle tews HOSS GIR ae 11,639,000 10,514,000 
93,798,000 84,809,000 
Income taxes 
Federal 
UTCeNtere er rts hat oe Soe 110,527,000 127,553,000 
DEenied aa ise ea anes 18,314,000 8,503,000 
Foreign 
CUnhe Ntsese cosy Pasionaria ie 235,762,000 200,469,000 
MOLI OO testi eta So aie, tee 32,632,000 5,378,000 
CVETGs EG tis eee a re 12,213,000 14,105,000 
409,448,000 356,008,000 
Total taxes charged to income 
before cumulative effect of 
accounting change ............ 503,246,000 440,817,000 
Excise taxes collected on the 
sale of petroleum products and | 
paid to taxing agencies ........ 267,000,000 259,000,000 
$770,246,000 $699,817,000 


The amount of investment tax credit applied as a reduc- 
tion of the provision for federal income taxes was 
$20,562,000 in 1975 and $9,421,000 in 1974. 


The Company’s effective income tax rate differs from 
the federal statutory income tax rate due to the follow- 
ing reasons: 


Percentage of 
Pretax Income 


1975 1974 

Federal statutory income tax rate ........... 48.0% 48.0% 
Excess of foreign tax over the allowed 

fOrelgnitax{creditiaessmaetar one eer: 14.5 10.4 
U.S. tax deduction for depletion and 

intangible drilling cost for 1974 

and excess percentage 

depletiontoml|S /Simenaree esoteric tl (il) (7.6) 
Equity in undistributed earnings of 

certain companies for which tax has not 

been accrued because of plans to reinvest 

earnings and tax savings on 

dividendsireceived sae yee er eta rere (2.7) (2.4) 
lInvestmentitax (crediting. sateen cre: (2.7) (1.2) 
OUNG Rae ie ee eer ee eerie nee (1.2) (1.9) 
Effective tax rate before cumulative 

effect of accounting change .............. 54.4% 45.3% 


Deferred taxes on timing differences which were rec- 
ognized in 1975 and 1974, before cumulative effect of 
accounting change, were: 


1975 1974 
Excess of tax over book 
Geprectationace«ceisoe ere 


$23,918,000 $ 6,301,000 


Financial write-down of assets 
of Fibers International 


Corporationinaasseceeaee eee — (27,975,000) 


Excess of intangible 
drilling and certain 
other costs over 


BOOKsDIOVISIONS iene tee 19,637,000 — 

Undistributed earnings of certain 
subsidiary companies ........ (861,000) 25,477,000 
Oiheneat ero eee eerie 8,252,000 10,078,000 
$50,946,000 $13,881,000 


At December 31, 1975, income taxes have not been 
accrued on $123,174,000 of the Company’s equity in 
undistributed earnings of certain subsidiaries and cor- 
porate joint ventures because of reinvestment plans for 
such funds or anticipated foreign tax credits. 
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The elimination by the Tax Reduction Act of 1975 of the 
percentage depletion allowance for oil and certain gas 
production of major oil companies caused the Com- 
pany to commence inter-period tax allocation on intan- 
gible development and certain other costs. Accordingly, 
a charge in the amount of $77,789,000 has been made 
against earnings employed in the business for deferred 
taxes applicable to such costs prior to January 1, 1975. 
This change had no material effect on earnings for 1975, 
nor would it have materially affected earnings for prior 
periods had such policy been in effect. 


NOTE 6 — STOCKHOLDERS’ EQUITY 


During 1975 treasury stock decreased 141,452 shares 
and capital in excess of par value of common stock 
increased $3,811,000 as the result of the sale of 130,300 
shares to the Thrift Plan Trustee and the distribution of 
11,152 shares under the Incentive Compensation Plan. 


NOTE 7 — LEASE RENTALS, COMMITMENTS AND 
CONTINGENT LIABILITIES 


Rentals on leases covering bulk and service stations, 
tank cars, office space and other facilities entering into 
the determination of net income follow: 


1975 1974 
Financing leases. ase.50 ee oe $ 42,542,000 $45,310,000 
Othenleases® Seca eae eine 57,985,000 47,859,000 
Total, rentalse. sca45 none renine 100,527,000 93,169,000 
Less subleasing income.......... 26,339,000 25,681,000 
Net. rentals*:.....20ccne oes $ 74,188,000 $67,488,000 


Contingent rentals included above amounted to 
$4,233,000 in 1975 and $2,845,000 in 1974, and are gen- 
erally based on the volume of motor fuel sold through 
bulk and service stations. Most station leases have re- 
newal options for varying periods at monthly rentals at 
least equal to the rentals paid during the primary lease 
term. Some of these leases include purchase options 
exercisable after a specified number of years. Basic 
rental commitments (net of subleasing income) under 
noncancelable leases at December 31, 1975, the related 
subleasing income and present values of non- 
capitalized financing lease commitments at December 
31, 1975 and 1974, follow: 


Basic Rental Commitments 
(Net of Subleasing Income) 


Marketing Other Subleasing 
Properties Properties Total Income 
a ~~ (in thousands) 7-2 tan 
All leases 
O76 reba. oe ee $ 36,472 $ 9,186 $ 45,658 $ 9,222 
VOT Tissue ear copes tos ae 30,652 8,719 39,371 8,539 
1978 oe re Ocoee 27,919 8,338 36,257 8,032 
1979 ease ete eee 27,012 7,080 34,092 7,371 
1980 Pa Ea oa ete 23,090 7,190 30,280 6,222 
TOS1=1985 fo. seek: 95,994 28803 124,797 20,542 
1986-1990 © eee 60,915 13,849 74,764 4,129 
1991= 1995 mote ee 22,920 1,810 24,730 — 
Remaining years..... 1,650 907 2,00 == 
Total ass e cine eee $326,624 $85,882 $412,506 $64,057 
Financing leases 
Total commitments $305,770 $73,958 $379,728 $52,295 
Present values: 
December 31,1975 $202,088 $50,005 $252,093 $41,621 
December 31, 1974 $219,958 $53,168 $273,126 $48,170 


The weighted average interest rate used in determining 
the present values was 6.3% for both 1975 and 1974, 
with rates ranging from 2.8% to 10.0%. 


The effect upon net income of capitalizing all non- 
capitalized financing leases is not presented since it is 
less than 3% of the average net income for the most 
recent three years. 


At December 31, 1975, the Company was contingently 
liable for $175,934,000 of obligations of other com- 
panies. In addition, the Company has contingent 
liabilities with respect to claims and commitments aris- 
ing from agreements with pipeline companies in which 
it holds stock interests whereby it may be required to 
provide such companies with additional funds through 
advances against future charges for transportation of 
crude oil or petroleum products. In connection with the 
generation in foreign transactions over a period of time 
several years ago of acash fund, part of which was used 
for political contributions, events subject to U.S. taxa- 
tion may have occurred which were neither reflected on 
the books of the Company nor as to which taxes were 
paid. Following voluntary disclosures in October 1973 
to the Internal Revenue Service, it commenced an inves- 
tigation to determine whether there may have been vio- 
lations of the tax fraud and allied provisions of the 
Internal Revenue Code. That investigation is continu- 
ing, and has not been limited to the circumstances 
surrounding the generation of the cash fund and the 
making of political contributions. In September 1975, 
the United States District Court for the Northern District 
of Oklahoma, at the request of the United States De- 


partment of Justice, organized a grand jury for the pur- 
pose of investigating the foregoing matters. A number 
of suits are also pending in various courts in which the 
Company or a subsidiary appears as plaintiff or defen- 
dant, including a federal antitrust proceeding seeking 
to force divestiture of the properties acquired from 
Tidewater Oil Company in July 1966. A lower court rul- 
ing, subsequently sustained by the U.S. Supreme Court, 
held that the acquisition was illegal and that some dives- 
titure would be required. Under date of January 9, 1976, 
the Company and The Oil Shale Corporation 
(‘TOSCO’) entered into an agreement, which has sub- 
sequently been approved by the Court, covering the 
purchase by TOSCO of a large portion of the properties 
acquired from Tidewater Oil Company. The closing of 
the sale under this agreement, which is contingent 
upon certain conditions being met, is scheduled for 
April 1, 1976. 


While it is impossible to estimate the ultimate liability in 
respect to contingent liabilities, the Company is of the 
opinion that any liability for which provision has not 
been made will not have a materially adverse effect on 
its financial position. 


NOTE 8 — RETIREMENT INCOME PLANS 


The parent company and its subsidiaries have retire- 
ment plans covering substantially all of their employees. 
These plans are being funded based on pension costs 
accrued as determined by actuarial studies. Charges to 
income for such plans were $39,738,000 for 1975 and 
$27,186,000 for 1974, which include amortization of 
prior service costs over a 10-year period for the parent 
company’s plan and over a 25-year period for sub- 
sidiaries’ plans. The increase in costs is primarily due to 
wage increases and to revising the parent company’s 
plan effective January 1, 1975, to eliminate all employee 
contributions, to broaden the earnings base used in the 
computation of retirement income and to liberalize the 
refund schedule. The Employee Retirement Income Se- 
curity Act of 1974 is not expected to have any significant 
effect on the Company’s retirement income plan costs. 


NOTE 9 — INCENTIVE COMPENSATION PLAN 


Under the Company’s Incentive Compensation Plan, 
adopted in 1965, a provision of $4,585,000, which was 
substantially less than the maximum permitted under 
the plan, was made against 1975 earnings in anticipa- 
tion of awards to key employees in 1976. Earnings in 
1974 included a provision of $3,063,000 from which 
awards totaling $2,785,000 were made in 1975. 


NOTE 10 — FOREIGN OPERATIONS 
The balance sheets include net assets applicable to 


operations in foreign countries in the approximate 
amounts of $1,252,761,000 for 1975 and $949,054,000 
for 1974. Earnings from such operations were 
$105,211,000 for 1975 and $175,124,000 (before ac- 
counting change) for 1974. 


On December 31, 1975, the Venezuela Government as- 
sumed ownership of the Company’s hydrocarbon- 
related assets in Venezuela. The Company accepted a 
settlement offer for such assets of approximately 
$20,000,000 (subject to appropriate adjustment for 
changes in asset values), $3,500,000 payable in cash 
and the balance in Government bonds having a maturity 
of five years. This settlement approximates the Com- 
pany’s net investment in these properties. 


NOTE 11 — UNUSUAL ITEMS 


In early 1975 the only plant of Fibers International Cor- 
poration, a 94% owned subsidiary operating in Puerto 
Rico, was closed because of uneconomical operations. 
A charge of $62,569,000 before applicable income tax 
credit of $27,975,000 was made against 1974 earnings 
to reduce the carrying value of these assets to estimated 
realizable value. 


During 1974 the Company sold its interests in three 
chemical companies in Japan and a fertilizer company 
and several liquefied petroleum gas and related com- 
panies in Brazil. The profit realized from these sales 
aggregated $48,797,000 before applicable income tax 
of $12,466,000. 


NOTE 12 — RESEARCH AND DEVELOPMENT 
EXPENSES 


Research and development expenses, charged to in- 
come as incurred, amounted to $33,667,000 in 1975 and 
$26,840,000 in 1974. 


NOTE 13 — ACCOUNTING CHANGE BY AN EQUITY 
COMPANY 


A Canadian company which is accounted for by the 
equity method adopted deferred tax accounting on a 
retroactive basis in accordance with recommendations 
of the Canadian Institute of Chartered Accountants. In 
March 1974 the various provincial securities commis- 
sions adopted such recommendations. Accordingly, as 
provided in APB Opinion No. 20, the Company’s equity 
in the undistributed earnings of the Canadian company 
was reduced $32,848,000 which necessitated the rever- 
sal of $5,209,000 of the Company’s deferred taxes as- 
sociated with such earnings. If the accounting change 
were applied retroactively, net income for 1974 would be 
$429,777,000 or $5.66 a share. 


DISCUSSION OF EARNINGS FLUCTUATIONS 


Year Ended December 31, 1975 


The Company’s earnings for 1975 declined 
$87,209,000 or 20% from 1974 earnings before cumula- 
tive effect of an accounting change. Of total 1975 earn- 
ings, domestic operations accounted for $237,357,000 
or 69%, down 7% from last year, and foreign operations 
accounted for $105,211,000, down 40%. The lower earn- 
ings were mainly due to substantially higher income 
taxes and lower earnings from worldwide chemical op- 
erations. Partially offsetting these factors was a 17% 
increase in worldwide crude oil production, due entirely 
to rising North Sea output. 

Total revenues increased $107,168,000 or 2%. This 
was due to an improvement of $152,853,000 in gross 
operating revenues, primarily the result of higher prod- 
uct prices partially offset by lower product sales vol- 
umes. Equity in earnings of nonsubsidiary companies 
was down $30,951,000 due to decreased earnings of 
foreign affiliates. Other revenues decreased 
$14,734,000 mainly due to lower interest income. 

Total costs and expenses increased $194,377,000 or 
4%. Of the total increase, costs and operating expenses 
accounted for $71,620,000 and selling, general and ad- 
ministrative expenses $10,910,000, the major portion of 
each being attributable to higher payroll costs. Charges 
for depreciation, depletion, amortization and retire- 
ments were $52,488,000 higher, of which $47,745,000 
was dry hole costs. Taxes other than income taxes were 
up $8,989,000, principally taxes levied on the produc- 
tion of crude oil and natural gas. 

Interest and expense on indebtedness declined 
$3,070,000 because of lower average outstanding debt 
during the year. The provision for income taxes in- 
creased $53,440,000 with an increase of $62,547,000 in 
foreign taxes and a decrease of $9,107,000 in U.S. taxes. 
The higher foreign taxes are the result of increased 
earnings and higher foreign tax rates. The decrease in 
U.S. taxes is due to lower earnings and larger invest- 
ment tax credit, which were substantially offset by 
higher taxes resulting from the Tax Reduction Act 
of 1975. 


Year Ended December 31, 1974 


The Company’s earnings for 1974, before cumulative 
effect of an accounting change, increased $199,366,000 
or 87% over 1973. Domestic earnings, which accounted 
for $254,653,000 or 59% of total 1974 earnings, were up 
$113,546,000 or 80%. Foreign earnings amounted to 
$175,124,000 and were up $85,820,000 or 96%. The im- 
proved earnings were primarily due to higher prices 
for crude oil, natural gas liquids, natural gas and 
chemicals. 

Total revenues increased $2,032,182,000 or 66% in- 
cluding $1,990,752,000 for gross operating revenues, 
primarily as the result of higher prices partially offset by 
lower sales volumes. Equity in earnings of nonsub- 
sidiary companies was up $18,835,000 due to improved 
earnings of foreign affiliates. Other revenues increased 
$22,595,000 mainly due to higher interest income. 

Total costs and expenses increased $1 ,832,816,000 or 
64%. This can be attributed principally to the effects of 
inflation since the business of the Company, measured 
in terms of volume of products produced, refined and 
sold, was generally less than for 1973. Of the total in- 
crease, costs and operating expenses accounted for 
$1,509,160,000 including a net charge of $13,772,000 
against 1974 operations for unusual items, which are 
explained in Note 11 on page 33. Selling, general and 
administrative expenses increased $21,047,000. 
Charges for depreciation, depletion, amortization and 
retirements were $34,658,000 higher, of which 
$29,615,000 was reflected in dry hole costs. Taxes other 
than income taxes were up $15,798,000, primarily 
because of taxes levied on the production of crude oil 
and natural gas. 

Interest and expense on indebtedness decreased 
$9,507,000, the result of a decline of $162,486,000 in 
long-term debt during the year. The provision for in- 
come taxes was $261,660,000 higher, with increases of 
$162,006,000 for foreign taxes and $99,654,000 for U.S. 
taxes. The increased taxes are primarily due to in- 
creased earnings subject to tax and increased rates in 
some foreign countries. 


TEN-YEAR FINANCIAL REVIEW (dollars in millions, except per share amounts) 


1975 1974 1973 1972 1971 1970 1969 1968 1967 1966 
CONSOLIDATED BALANCE SHEETS AT DECEMBER 31 
Assets 
Current assets: 
Cash and short-term investments ............... DeOee i vou cvad 441.1 <6 300,049. 2208 & 1arele $ 167.4. $2195.44. $ 147.1 $176.2 
Notes and accounts receivable, less reserves ...... 629.0 611.3 502.7 383.8 382.8 410.6 392.3 388.3 351.5 303.2 
Inventories: 
Crude oil, petroleum products and chemicals ... 326.5 315). 0/ ZOS9 23ilee 240.5 212.6 217.6 220.3 203.9 191.1 
MGTIO. Seer chee ale Re Sen ene eee 13.6 ies} ce 14.6 18.7 21.9 24.1 21.5 24.3 27.1 
Materials and supplies..................005- 129.5 91.9 49.9 oon 36.1 Shai Sli2 29.6 30.8 31.5 
Total current assets .............ceeveeeeeeeee. IROZIROmentR40087 8 1e232.700) 1, 00302 903.2 817.9 852.6 795.1 757.6 729.1 
Investments and long-term receivables, less reserves . 404.4 360.5 379.8 377.8 391.8 361.6 383.5 332.1 317.8 Sled 
Properties, plants and equipment, less reserves ..... 2,439.1 2,154.1 1,952.3 1,857.8 1,838.0 1,850.5 1,846.4 1,749.9 1,709.7 1,657.9 
Prepaid and deferred charges .................00. 80.1 47.8 42.0 30.8 Sonl 41.5 39.9 36.4 29.6 32.4 
2 CSS A a 4:544.9>4,028:1* 3,606.8 .3,269:6——3,166.7 3:071.5° 3,122.4" 2.91335 -2.814:7 2.73121 
Liabilities and stockholders’ equity 
Current liabilities: 
Notes and accounts payable ................... DEOCh oe or 0429. 6) -400./ eo 2/6.9, $ 204.5 $ 280.3. $251,193" 206:82 $205.8" $* 253.6 
Long-term debt — due within one year .......... 48.0 39.0 60.6 Bai 52.2 106.1 75.9 47.1 49.9 180.9 
0 EEG SCS eee, a eee 261.9 264.9 WW 113.1 102.5 114.5 119.7 87.5 86.3 102.5 
OMGIeacChilalSwerieee 3 iota: oilnstatele cuneate sees 47.3 42.2 41.8 40.6 36.1 28.9 27.9 27.5 PALATE 34.6 
MA AMGUMEMLMADINUCS: 3.2. cacao dass ease wege neans 883.5 889.0 620.8 482.9 445.3 529.8 474.6 428.9 429.7 57 1:8 
Od ee 892.7 658.2 799.1 791.8 800.2 687.9 787.4 655.2 690.0 660.3 
WGICTKEGHINCOMOG TAXES 2 xs hc etree ee cen ne 201.6 72.9 64.2 61.5 63.0 57.3 59.7 68.4 70.9 62.8 
MINIMOCTCNNECICICOITS ote cations ne vee ces cee 64.4 66.3 63.3 41.9 41.8 36.3 Noll 63.5 61.2 46.7 
Reserve for contingencies ....................0005 66.4 60.0 90.4 67.0 60.7 57.4 50.5 45.2 27.6 29.9 
Minority interest in consolidated subsidiaries ........ 12.0 8.0 5.4 4.7 6.5 9.9 ZAllal 15.6 15.9 11.9 
Stockholders’ equity: 
Common stock, $2.50 par value................ 190.7 190.7 190.7 190.6 190.5 190.3 190.3 189.7 179.6 173.2 
Capital in excess of par value of common stock.... 455.1 451.3 444.0 440.8 437.2 433.3 433.3 427.4 329.2 271.9 
Earnings employed in the business.............. P7920 Meee POSOLOMNEIP O43) Omens 2il lysate COLO mel 25:4 eee Olea O7 620mm 06729 961.1 
2,424.8 2,278.0 1,978.6 1,843.1 1,788.6 1,749.0 1,734.0 1,693.6 1,576.7 1,406.2 
PRES HICASUNY SIDCK oo sietg vs cece Gee ee hes Oo » 4.3 15.0 23.3 39.4 56.1 56.6 56.9 Bias 58.5 
MOTAIESTOCKNOIGENS EQUITY) «nto. 20 same cute ston one oars 24243. 22137 1,963.6 1:819.8 1,749.2. 1,692.9 1,677.4 1,636.7 1,519.4 
Total liabilities and stockholders’ equity............. 4544:9)4.026:1 3,606.8 3,269.6" 3,166.7) 3,071.5" 3,122.4 2,913.5 2,814.7 
Stockholders’ equity per share* .................. $ 31.80 $ 29.88 $ 25.94 $ 24.14 $ 23.40 $ 22.86 $ 22.66 $ 22.18 $ 21.79 $ 20.08 
PROPERTIES, PLANTS AND EQUIPMENT 
Gross investment 
Expioraloniand) PrOductION) sn. se ane eao camels $2,588.9 $2,433.3 $2,071.6 $1,903.0 $1,796.4 $1,749.5 $1,729.6 $1,587.8 $1,495.9 $1,460.6 
TEESE (50 0 aro he 1,339;5 | 1264-35. °1.963.4—5 1,314.4" 1,264.65 1,229.7 13465, 1511236 "1,065.2 967.6 
RMEEDOMIANON Ciavl etic he cares vat tinh wie aes 419.8 342.8 316.2 286.2 276.1 279.7 278.6 276.1 271.6 2lee 
Marketi eatery ee erie. poeeait ee treet: nite 249.7 264.0 274.7 314.3 326.5 337.9 329.7 323.4 346.9 347.7 
LL AI SRR De ee 114.4 106.3 98.4 96.2 95.9 96.4 93.1 93.4 88.4 97.2 


4,712.3 4,410.7 4,124.3 3,914.1 3,779.5 3,692.8 3,596.1 3,393.5 3,268.0 3,145.3 


Net investment 


Expioration,and production .../. 0.2.0.2 220..neee: $1,376.9 $1,188.8 $ 9198 $ 8164 $ 756.7 $ 743.2 $ 745.5 $ 651.3 $ 598.4 $ 593.3 
BUeMEAC HIM err re, mate © vend eit dad oe 604.2 566.7 649.0 661.8 684.8 682.9 668.9 660.2 644.0 567.9 
BRD AUON ce cr Med de alee ghs © ace maton bs 237.7 169.3 152.0 126.5 125.6 135.2 142.8 146.9 150.9 161.2 
BAN eta ai a! cea tee abliy sis oi 164.8 178.0 185.5 205.6 Zale 237.5 237.8 238.0 265.6 274.4 
CUTE) vp ROS cunt 2 CSR aR Rene eo Oa 59.5 51.3 46.0 47.5 49.7 51-7 51.4 53.5 50.8 61.1 


2,439.1 2,154.1 1,952.3 1,857.8 1,838.0 1,850.5 1,846.4 1,749.9 1,709.7 1,657.9 


“Adjusted for two-for-one stock split in 1969. 


Note — Financial data for 1970, 1969, 1968 and 1967 have been restated to reflect the 
adoption in 1971 of equity accounting for investments. 


Note — In 1973 the valuation method for inventories of certain petroleum products and chemicals, previously 
calculated on the last-in, first-out monthly basis, was changed to the last-in, first-out annual basis. 35 


CONSOLIDATED STATEMENTS OF INCOME 


Gross operating revenues: 
Petroleum products 
Chemicals 
Crude oil 
Natural gas (including helium) 
Other sales and services 


Total gross operating revenues 
Other revenues (including equity in earnings of 
nonsubsidiary companies) 


Total revenues 


Costs and operating expenses.................... 
Selling, general and administrative expenses 
Depreciation, depletion, amortization and retirements . 
Taxes other than income taxes 
Interest and expense on indebtedness 
Provision for income taxes 


lotalicosis;andkexpenSeSmeaeren ete eerie 


Income before extraordinary items 
and accounting change 
Extraordinary items and accounting change 


Net income 


Per average share outstanding:* 
Income before extraordinary items 
and accounting change 
Net income 
Dividends per share* 
Income before extraordinary items 
and accounting change: 
As percent of average total assets 
As percent of total revenues 
Percent of total revenues from outside U.S.......... 


1975 1974 1973 1972 1971 1970 1969 1968 1967 1966 
$2,716.0 $2,433.4 $1,388.7 $1,233.7 $1,188.2 $1,146.2 $1,067.8 $1,044.2 $ 999.0 $ 868.7 
981.8 1,184.2 807.1 589.6 495.0 477.2 472.7 446.6 398.2 357.2 
937.6 827-2 416.5 327.2 320.8 293.2 338.0 304.4 276.9 253.8 
280.0 216.6 183.9 180.4 169.3 165.2 137.8 133.8 137.5 129°9 
218.2 219.3 193.8 181.8 189.9 191.3 185.7 177.9 170.0 150.7 
5,133.6 4,980.7 2,990.0 2,512.7 2,363.2 2,273.1 2,202.0 2:106:9° Si°G3i Genomes 
79.3 125.0 83.5 54.8 49.1 38.2 30.0 20.3 31.7 24.1 
5,212.9 5,105.7 3,073.5 2,567.5 2,412.3 2,311.3. 2,232.0 2127.2 3201s) eeeeeeee 
3,668.8 .3,597.2 2,088.0 1,711.0 1,615.3 1,541.2 1,486.7 1,410.4 1,276.1 1,124.6 
322.5 311.6 290.5 298.1 288.3 288.0 270.5 267.9 245.9 223.8 
326.0 273.6 238.9 223.1 201.3 198.4 195.1 187.0 170.1 158.1 
93.8 84.8 69.0 63.9 59:7 57.6 53.8 51.8 49.3 42.3 
49.8 52.8 62.3 58.8 62.6 54.2 49.6 40.5 43.0 32.0 
409.4 356.0 94.4 64.2 52.8 52.0 46.2 42.7 64.4 65.2 
4,870.3 4,676.0 2,843.1 2,419.1 2,280.0 2,191.4 2,101.9 2,000.3 1,848.8 1,646.0 
342.6 429.7 230.4 148.4 132.3 119.9 130.1 126.9 164.5 138.4 
— (27.6) 0 ee ee) es 6.9 — ir 
342.6 402.1 230.4 148.4 132.3 111.2 130.1 133.8 164.5 145.5 
$4.50 $566 $305 $198 $178 $162 $1.76 $1.74 $238 $207 
$4.50 $530 $305 $198 $178 $150 $176 $183 $238 $2.18 
$1.60 $145 $130 $130 $130 $130 $130 $ 1.27% $ 1.17% $ 1.10 
8.3 Vte2 6.9 46 4.3 3.9 4.4 4.5 5.9 6.0 
6.6 8.4 78 5.8 5.9 O:2 5.8 6.0 8.2 7.8 
18.2 23.7 7a) 16.1 17.4 13.4 12.2 11.1 9.3 8.9 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


Source 
Funds from operations 
Long-term debt 
Property sales and retirements (including 
extraordinary items) 
Sales of investments (including extraordinary items) .. 
Capital stock 
Other Re ee ti es sak ee ee eee 


Application 

Properties, plants and equipment: 
Exploration and production 
Manufacturing 
Transportation 
Marketing 
Other 


Reduction in long-term debt 
Cast dIVIGONOS tes cctecaee es ont In eee ee eae 
6111]. Riper RR REE at oa RRM tre nena ANGE 


$ 723.9 $ 758.4 


310.6 


76.9 


$ 469.3 $ 367.4 $ 332.7 $ 3166 $ 317.4 $ 3175 $ 339.5 $ 303.8 


80.6 


49.7 


49.7 


297.0 10.0 210.9 152.0 136.1 432.0 
43.7 31.1 Zid 47.9 55.3 14.7 
14.3 23.1 5.3 32.9 194 19.6 
20.8 RS) 6.8 108.7 64.9 9.6 
6.5 2.8 17.4 8.0 44.8 Wi 

675.0 384.1 584.9 667.0 660.3 780.4 

$ 143.3 $ 132.3 $ 207.3 $ 171.6 $ 117.5 $ 136.0 

58.3 74.5 77.8 85.0 136.3 230.9 
7.8 6.2 6.5 8.5 1.3 68.6 
11.3 20.7 21.8 17.4 19.1 125.6 
4.3 5.7 3.2 6.7 5.6 18.6 

225.0 239.4 316.6 289.2 279.8 979.7 
23.2 7.2 66.1 18.9 18.0 32.4 
144.7 109.5 78.8 186.8 106.4 185.8 
96.8 96.3 96.2 92.7 81.1 73.5 
15.6 21.6 15.4 41.1 4.4 31.3 

169.7 (89.9) 11.8 38.3 170.6 (122.3) 

675.0 384.1 584.9 667.0 660.3 780.4 


*Adjusted for two-for-one stock split in 1969. 


Note — Financial data for 1970, 1969, 1968 and 1967 have been restated to reflect the 


adoption in 1971 of equity accounting for investments. 
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1975 1974 1973 1972 1971 1970 1969 1968 1967 1966 

REVENUES FROM CHEMICALS 

Feedstocks and special chemicals ................. $ 330.2 $ 420.8 4 181.7 $ 131.7 $ 112.1 $ 1805 $ 129.2 $ 113.3 $ 941 $ 84.0 
MRMRCOTICMS tnd Soin weir aero nmeduehws 162.9 WAS 111.4 91.7 83.7 Wa) 69.6 70.2 59.4 62.6 
BMRA DTOUUCES 55. coos ers tedh daw necue ss 151.9 138.5 110.0 100.0 86.6 94.0 95.3 103.7 105.8 90.5 
RMN ESINS Hs Gees NA ask PAR res oc eRe a 130.3 131.0 94.9 62.4 OilEO 5ilee 50.0 41.8 33.0 30.5 
RUNS Te Nein Os FP oa kak ees eles bas 114.3 160.0 158.0 100.6 90.9 71.8 69.3 67.5 74.1 82.6 
MIU ESHUCIG ents ae aac ca ere eas 92.2 161.4 1 Sien 103.2 70.2 57.6 59.3 50.1 31.8 7.0 


OTHER DATA 

Shares outstanding at year-end —thousands*....... 76,244 76,102 75,709 75,387 74,741 74,062 74,041 73,776 69,717 67,118 
Number of stockholders at year-end............... 126,865 131,621 135,966 153,292 166,012 172,979 157,052 145,665 139,670 139,224 
Total payroll including employee benefits ........... $ 528.8 $ 478.9 $ 415.1 $ 387.3 $ 352.8 $ 335.0 $ 326.8 $ 328.9 $ 312.3 $ 281.8 
Number of employees at year-end ................ 30,506 30,802 33,429 35,265 33,280 32,208 # 32,660 35,359 35,724 34,667 


“Adjusted for two-for-one stock split in 1969. 


TEN-YEAR OPERATING REVIEW 


NET PRODUCTION OF LIQUID RAW MATERIALS — thousands of barrels daily 


Crude Oil 

United States 
ENA S WR Oe Nets ter nt id cc csv renen suse Dvenae 54.2 56.3 Mfat/ Ba 54.9 54.6 51.8 G64, 7/ 54.4 52.8 
LOSER 3 kn eaeen AE 2 aR a bo ee oe ee ree 18.0 19.6 PA) 5 23.3 24.8 29.6 28.1 29.3 28.3 24.9 
OKA OM aereecott ceo rots terran aret om uname suet ieores 10.4 11.8 18)7/ Wh 15.6 1 16.2 WAT 20.0 22.4 
NE WEIMEXICO ae tries 3 tantra emu aie ew a's 6.9 7.4 8.0 9.0 9.8 10.4 10.3 10.3 10.1 10.3 
WVOMING meet aint ae. crear ae rae natan 4.2 45 2.0 Pell Self 6.3 6.2 3.6 3.3 2.6 
AlaS Kamen ree tr eee oe eye Saeed wey Shc oe 4.2 4.1 47 4.5 Be 5.6 6.9 8.9 3.9 LE 
ALK ANSAS Wet Se cre Foe seem ise 41 Sal 2.4 ORT. 2.6 Pell Dll 1.9 1.9 1.9 
MtherestateSe vata) Mekaeds ncaa nena ach A ee cele 16.4 16.7 12.3 12.8 13.2 14.2 15.4 14.5 12.9 12.8 


EUTOD GR tree hs ca nea me x, ee Ge ces 63.1 es 10.7 11.0 2.3 — — — a — 
AUT ern e eS ise eit MP rt en a 33.7 38.1 35.5 23.2 25.5 20.0 40.0 30.1 25.4 23.1 
REATINGAIMENICA Pere cste nae Meare eereian eter ee ne 16.0 21.5 23.8 20.2 20.2 21.3 22.0 26.4 34.0 36.1 
Ganadaaerer serrate tile tkanie rt tees con he pours 8.8 10.5 14.0 14.0 oat 2a 10.4 9.7 9.0 8.3 
NIGGIeNEaSteweace sce funicmtrimino nie hares: 6.2 9.1 9.1 12.6 14.0 34.4 35.3 32.0 33.0 Sime 
127.8 90.7 93.1 81.0 Us. 87.9 107.7 98.2 101.4 104.7 
NOLACTUCE: Olly encanta Ao Sees ot 246.2 214.2 215.4 211.2 205.2 226.8 245.3 238.1 236.2 232.6 
Natural Gas Liquids 
ROMO MES Pe a AAI os oe on ss 125.9 132.2 134.8 137.4 135.4 131.8 130.3 138.7 132.1 125.2 
Canadamee wen. oe Seti ants ches his als a8 11.8 12.4 12.5 11.8 12.8 12.9 Adee 8.9 8.9 8.4 
HEALINFAMO@IICAY arses. <- tr Pee et Pe lees Gane 1.8 Pap 2.3 2.4 2.6 22 ist ee We ee 
MERU eps ete te eye IE ae Era rh }iciue anit ofe'yn a) a A Ut 3 3B 3 3 2 2 — — — _ 
Total natural gas liquids............... Sra: Bik 139.8 147.2 149.9 151.9 151.0 147.1 142.6 148.8 142.2 134.8 
RAM MINIMA setts ster cacigs Seer ess yrs aOR 386.0 361.4 365.3 363.1 356.2 373.9 387.9 386.9 378.4 367.4 


Note — Operating data include the results, in proportion to the Company's 
stock interests, of nonsubsidiary companies owned 20% or more. 


1975 1974 1973 1972 1971 1970 1969 1968 1967 1966 


NET NATURAL GAS PRODUCTION — 
millions of cubic feet daily 


United:States Sea ces ate a ee ee 1,602 1.433 1,481 1,534 1,566 1,591 1,436 1,429 1,460 1,397 
Canadal \ 2 2 EA os eee ne eee ee 210 238 222 200 179 179 155 127 116 96 
EUPOPGs te ee cre ea renee ene 125 116 94 85 58 40 14 4 4 5 
Latin Americde®...:scnsc-pee acre eee eae 18 21 28 34 41 48 33 — — — 


WELL COMPLETIONS — Net 


United States — Exploratory... .........-....0-- 44 53 38 37 21 25 24 24= 17 14 
—— Developments sntne. ci meractecrn 172 136 156 86 70 67 118 98 80 116 

Outside United States — Exploratory .............. 43 48 46 37 30 30 26 32 20 30 
— Development ............. 103 48 27 39 39 14 19 27 28 63 

362 285 267 199 160 136 187 181 145 223 


OIL AND GAS WELLS — Net 


United: States: — Oil pan. atcaen ee a aenels ase er 6.191 6,184 5,806 9,795 6,004 6,316 6,457 6,387 6,590 6,808 
— Gas and condensate.............. 222 2,086 2,006 1,945 1,936 1,964 1,997 1,961 1,953 1,946 
Outside United States — All wells ................ 805 878 851 815 850 829 974 955 1,061 1,033 


NET OIL AND GAS ACREAGE — thousands of acres 


United States Fei \atcs > sic crcathaa ane eee eae el QF, 7,203 6,792 5,793 5,382 D;2f0 4,728 4,618 4,333 4,666 
Canada errrcse ayia cis ale ste coer scr tiuey Neen 7,814 7,687 7,444 6,967 6,507 6,273 5,862 4,600 3,563 3,476 
Late WAIMGtICa see ta ce cue Re tae tut. secant eee ee 12,228 13,013 5,830 3,311 696 3,186 4,895 5,008 1,910 2,209 
EUlOPe is Mesete tars: eae tc ate 2.53 vvla, Jor anode creates 1,574 1,604 1,397 1,267 Weer 1,424 1,394 1,375 1,238 1,234 
AlTiGd er Pitre tiers kitten stok Peeters tina eae 7,994 13,158 9,906 13,816 8,403 9,009 13,860 16,999 18,398 20,739 
MiddlevEasts et, i). 2ahd Me oh aes. ate raeeaaee ns ae 1,753 3,031 3,031 2,090 13,8025" 13,652" 12,7625) 125761 2,102 638 
SOUTNEASISASIA ern. aesake nian ean Macrae utd ane 28,564 32,086 37,348 31,018 38,852 47,106 57,627 40,000 — en 
AUSUANG SAS eer.) scien cttiec/cyctae cel ee eae ae 1,511 5,335 6,072 9,969 6,272 7,290 9,290 10,833 16,978 26,690 


REFINERY RUNS — thousands of barrels daily 


United: States — Crudeoll) 2... aya rco es eee 368 373 395 386 371 364 359 356 335 292 
— Natural gas liquids ............... 133 150 149 159 157 162 158 159 162 159 
Outside United States — All liquids ............... 54 57 66 64 aii 93 88 87 68 60 


REFINERY CAPACITY — thousands of barrels daily 


United): States ——iCrude.Ots «52 cz wets aseresturenaaea mee 408 408 404 404 398 398 390 390 410 410 
=== Natural aS WQUIdS 5.2.0.4. nanan 165 165 165 165 165 165 165 165 165 165 
Outside United States — All liquids ............... 82 87 85 81 100 100 148 147 97 133 


PETROLEUM PRODUCTS SOLD — thousands of barrels daily 
United States 


NTO OLOERIING once boudcobcods onooes ont 304 286 299 323 311 314 294 279 252 222 
AviationifuelShy maw tonearm 24 30 af 27 27 30 38 36 36 25 
Distillates — including kerosene................ 99 100 95 101 98 106 109 120 111 97 
Liquefied petroleum gases...................5. 97 92 91 111 106 114 107 106 124 16 
Other: productS ses ae tes en oer ee 31 33 44 43 41 47 48 44 43 38 
555 541 553 605 583 616 596 585 566 517 

OutsiderUnited\Statesaeere wae ace ee eee 103 107 137, 128 141 131 132 114 83 66 
Totals ye cath nore alae a ee eee 658 648 690 733 724 747 728 699 649 583 


MARKETING OUTLETS occoce ace See ae 17,941 18,786 21,438 23,890 24562 25,536 25,914 26,155 26,513 27,240 


Note — Operating data include the results, in proportion to the Company’s 
stock interests, of nonsubsidiary companies owned 20% or more. 


DIRECTORS 


PRINCIPAL 
OFFICERS 
AND 
MANAGERS 


Harry D. Brookby,* Executive Vice President Planning 
and Budgeting 


Clark M. Clifford, senior partner in law firm of Clifford, 
Warnke, Glass, Mcllwain & Finney, Washington, D.C. 


Wm. C. Douce,* President and Chief Operating Officer 


L. H. Johnstone,* Executive Vice President 
Chemicals Group 


C. M. Kittrell,“ Executive Vice President Petroleum 
Products Group 


W. F. Martin,” Chairman of the Board of Directors and 
Chief Executive Officer 


W. F. Martin, Chairman of the Board of Directors and 
Chief Executive Officer 


Wm. C. Douce, President and Chief Operating Officer 


NATURAL RESOURCES GROUP 
W. A. Roberts, Executive Vice President 


Edwin Van den Bark, Vice President Exploration 
and Production 


LeRoy Culbertson, Vice President Planning 
and Budgeting 


Kenneth Heady, Vice President Gas and Gas Liquids 


W. W. Dunn, Managing Director Latin America-Asia 
Exploration and Production 


L. M. Rickards, Manager North American 
Exploration and Production 


C. J. Silas, Managing Director Europe-Africa Exploration 
and Production (London) 


W. R. Bohon, General Manager Energy Minerals 


B. M. Boyce, Manager Worldwide Drilling 
and Production 


Earl Guitar, Manager International Affairs 
and Administration 


A. R. Rehrig, Manager Operations Analysis and Control 
O. D. Thomas, Manager Worldwide Exploration 


PETROLEUM PRODUCTS GROUP 

C. M. Kittrell, Executive Vice President 

Geo. F. L. Bishop, Vice President Refining 

John E. Harris Jr., Vice President Petroleum Supply 
G. J. Morrison, Vice President Marketing 

R. S. McConnell, President Applied Automation, Inc. 


C. A. Mink, General Manager Europe-Africa Petroleum 
Products (London) 


D. B. Taylor, General Manager Transportation 
J. E. Arnold, Manager Planning and Budgeting 
W. E. Barr, Manager Administration 


B. B. McDonald, Manager Operations Analysis 
and Control 


CHEMICALS GROUP 
L. H. Johnstone, Executive Vice President 


Gary W. Davis, General Manager Petrochemical 
and Supply 


A. J. Head, President Phillips Fibers Corporation 
(Greenville, South Carolina) 


Listed as of March 1, 1976 


Lloyd G. Minter,“ Senior Vice President 
and General Counsel 


William Piel, Jr., partner in law firm of Sullivan & 
Cromwell, New York, New York 


W. A. Roberts,* Executive Vice President Natural 
Resources Group 


Robert N. Sears, Senior Vice President 
W. Clarke Wescoe, Chairman of the Board of Directors 


and chief executive officer of Sterling Drug, Inc., 
New York, New York 


“Member Executive Committee 


W. D. Payton, General Manager Fertilizer 
W. L. Phillips, Managing Director International Chemicals 


Frank Rendon, General Manager Latin America Region, 
International Chemicals (Houston) 


R. G. Rhodes, General Manager Rubber Chemicals 


K. L. Smalley, General Manager Europe-Africa Region, 
International Chemicals (Brussels ) 


R. G. Wallace, General Manager Plastics 
(Houston ) 


C. M. Wilson, General Manager Asia Region, 
International Chemicals (Hong Kong) 


R. G. Askew, Manager Planning and Budgeting 

R. M. Dixon, Manager Administration 

W. H. Guthrie, Manager Business Promotion 

J. H. Presnell, Manager Operations Analysis and Control 


CORPORATE STAFF HEADS 


Harry D. Brookby, Executive Vice President Planning 
and Budgeting 


Lloyd G. Minter, Senior Vice President and 
General Counsel 


Robert N. Sears, Senior Vice President (New York City) 
O. W. Armstrong, Vice President and Treasurer 
Sloan K. Childers, Vice President Public Affairs 


Glenn A. Cox, Vice President Management Information 
and Control 


J. W. Davison, Vice President Research 
and Development 


Carstens Slack, Vice President Washington Office 

W. R. Thomas, Vice President Human Resources 

H. D. Trotter, Vice President Engineering and Services 
C. H. Trotter, Manager Management Services 


OTHER EXECUTIVES 

C. J. Roberts, Associate General Counsel 

H. B. Stead, Comptroller 

Harvey W. Thompson, Secretary 

M. L. Collins, Manager Tax, Insurance and Claims 
Kieffer Davis, M.D., Medical Director 

R. S. Dickson, Manager Computing 

D. R. Hynes, Manager Purchasing 

W. R. Lusbey, Manager Aviation 

H. D. Powell, Manager Operations Analysis and Control 


Located in Bartlesville unless otherwise noted 


PRINCIPAL SUBSIDIARIES 


AND AFFILIATES 


APPLIED AUTOMATION, INC. 

PACIFIC PETROLEUMS LTD. 

PETROCHIM 

PHILLIPS FIBERS CORPORATION 

PHILLIPS PETROLEUM COMPANY EUROPE-AFRICA 
PHILLIPS PIPE LINE COMPANY 

PHILLIPS PUERTO RICO CORE INC. 

PHILTANKERS INC. 

SEALRIGHT CO., INC. 


OFFICES 


PRINCIPAL OFFICES 


Bartlesville, Oklahoma 74004 
80 Broadway, New York, New York 10005 
306 South State Street, Dover, Delaware 19901 


STOCK TRANSFER OFFICES 


Phillips Petroleum Company 
80 Broadway, New York, New York 10005 


Phillips Petroleum Company 
15 Exchange Place 
Jersey City, New Jersey 07302 


Montreal Trust Company 
15 King Street West 
Toronto, Ontario, Canada M5H 1B4 


REGISTRARS 


Manufacturers Hanover Trust Company 
40 Wall Street 
New York, New York 10005 


Canada Permanent Trust Company 
20 Eglinton Avenue West 
Toronto, Ontario, Canada M4R 2E2 


PRODUCTS AND SERVICES 
Sold by Phillips Petroleum Company and Its Subsidiaries 


PRODUCTS: AUTOMOTIVE GASOLINES # DIESEL FUEL #® AVIATION FUELS: gasolines, commerical and military jet fuels, 
anti-icing additive = STOVE OIL NO. 1 (Range oil) = FURNACE OIL NO. 2=" RESIDUAL FUEL OILS = LIQUEFIED PETROLEUM GASES: 
motor fuel (propane, butane, butane-propane mixtures), commercial propane, butane, butane-propane mixtures, normal and 
isobutane = KEROSENE #= CRUDE OIL = NATURAL GAS # LIQUEFIED NATURAL GAS # LUBRICANTS: automotive, industrial, farm 
and ranch, marine and fleet lubricants; aviation and snowmobile oils = TIRES AND TUBES: passenger car, truck, trailer = 
BATTERIES: automobile, truck and bus, farm, marine, small vehicles = AUTOMOTIVE ACCESSORIES: anti-freeze, auto lamps, 
spark plugs, wiper blades, filters, belts = FERTILIZERS: Anhydrous ammonia, Aqua ammonia, Ammonium nitrate, Urea, | 
Urea-ammonium nitrate solution, Nitrate solution, Ammonium phosphates, Di-ammonium phosphate, Triple super phosphate, 
Phosphoric acid, Super Phosphoric acid, Muriate of potash, Mixed liquid fertilizer solutions = FEED INGREDIENTS: urea feed 
compounds, urea liquor, ammonium polyphosphate # BLASTING MATERIALS: industrial ammonium nitrate 2 ASPHALT = WAX = 
HELIUM: high-purity gas and liquid and cyrogenic hardware ® RUBBER CHEMICALS: Butadiene and butylenes, Carbon black, 
Synthetic elastomers and plastomers, Extender oils, Mercaptans =" CONSTRUCTION MATERIALS: Pavement reinforcing fabric # 
PLASTIC RESINS: Polyethylenes, Polypropylenes, Polyvinylchloride, Polystyrene, Polyphenylene sulfide, Butadiene-styrene 
copolymers = RIGID PACKAGING: paperboard and plastic containers for consumer and industrial products = RIGID PACKAGING 
MACHINERY = POLYPROPYLENE PACKAGING MATERIAL: decorative and functional = PLASTIC TUBULAR GOODS: plastic pipe 
and fittings, conduit and duct, corrugated conduit ® CUSTOM FABRICATED PLASTIC PRODUCTS: for the automotive, appliance, 
radio and TV industries s OTHER PLASTIC PRODUCTS: Horticulture ware, Bakery handling equipment, Plastic egg flats, Fifth 
wheel liner, Guy wire guard = COATING OR LAMINATING PLASTICS AND OTHER MATERIALS: to paper, foil and other substrates 
for the paper, packaging, automotive, food, locker and specialty fields = RELEASE PAPER = SPECIAL CHEMICALS: Aliphatic | 
solvents such as pentanes, hexanes, heptanes, Benzene, Binder for solid rocket fuels, Butene-1, Calcium petroleum sulfonate, 
Cyclohexane, Ethylene, Furan, High-purity hydrocarbons for research and development (available in several grades of purity) — 
aromatics, cycloolefins, cycloparaffins, diolefins, olefins, paraffins, Hydrocarbon aerosol propellants, Methylvinylpyridine, Mixed 
xylenes, Odorless solvents, Orthoxylene, Paraffinic naphtha, Paraxylene, Petro- sulfur compounds, Odorants for nabs gas and 
LP-gas, Mercaptan intermediates (for agricultural chemicals and other uses) such as ethyl, n- “propyl, n-butyl and n-dodecy! 
mercaptans, and ethylthioethanol, Sulfolane and Sulfolene, 2-Mercaptoethanol, Polymerization solvents, Propylene, Reference 
fuels, Special fuels, Sulfur, Sulfuric acid, Toluene, Viscosity index improver ® TUBING AND METAL PRODUCTS: Stainless steel and 
nickel alloy tubing for aerospace and other industries, Custom fabricated parts for automotive, refrigeration and other industries, 
Patio and porch furniture = SYNTHETIC FIBERS: Olefin, Polyester = CARPET BACKING ® DRILLING MUD AND CEMENT ADDITIVES 
SERVICES: Process analysis, control and information systems and equipment for petroleum, petrochemical and chemical 
industries = TANKER HAULING = TERMINALING SERVICES = LPG IMPORTING SERVICES = _ENGINEERING SERVICES = 
METALLURGICAL CONSULTING SERVICES # LIQUEFIED NATURAL GAS TECHNOLOGICAL SERVICES = OVERALL 
ENERGY-RELATED PROJECT MANAGEMENT 2 
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